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EDITORIAL COMMENT 


AN INTER-AMERICAN BANK 


creation of an _ Inter-American 

Bank, with a capital of $100,000,- 
000, the shares to be of the value of 
$100,000 each, and to be subscribed 
by the various governments in propor- 
tion to the dollar value of the foreign 
trade of the respective countries for the 
year 1938. 

Apparently, the plan contemplates a 
bank to be owned by the various govern- 
ments instead of by private share- 
holders. 

Whether an organization of this kind 
can successfully function, with the di- 
verse interests of the different countries, 
remains to be seen. It would appear 
that its operations may be subject to 
political or trade rivalries from which 
a privately-owned bank would be ex- 
empt. 

The plan itself, as outlined in the 
newspapers, is quite ambitious, and 
probably represents no small amount of 
mere wishful thinking. 

To the extent that the proposed bank 
may engage in transactions now being 
carried on by our own and . foreign 
banks, it will represent a further widen- 
ing of already large government com- 
petition with private banks. 


| gen have been formulated for the 
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In former years, THE BANKERS MaGa- 
ZINE favored the establishment of an 
international bank, to be jointly owned 
by leading American banks, on the 
theory that such an institution would 
be stronger than an individual bank en- 
tering the foreign field. As a matter 
of fact some banks of this type were 
formed, but invariably their lives were 
short. On the other hand, individual 
banks, like the National City of New 
York and the First National of Boston, 
have maintained their foreign offices. 

Some years ago, an attempt was made 
to form the Foreign Trade Financing 
Corporation, with a capital of $100,- 
000,000, to be subscribed by banks and 
industrial concerns: The attempt to or- 
ganize this corporation failed. 

The developments in regard to this 
new bank will be watched with sympa- 
thetic concern, for it may well be that 
existing conditions call for an institu- 
tion of this character. It is quite prob- 
able, however, that what the Latin- 
American countries most need is not a 
new kind of bank, but the restoration 
of conditions that would invite the in- 
vestment of outside capital on a safe 
and profitable basis. 

Directly bearing on this problem are 
some views recently expressed by V. E. 
Estrada, general manager of La Pre- 
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visora National Bank of Credit, Guya- 


quil, Ecuador. In a published pamph- 
let, Mr. Estrada said: 


A great factor of safely is maintained 
when money goes to a foreign country 
through private channels. There is prob- 
ably not any stronger safety factor than 
the one of self-seeking, interested, private 
enterprises. A permanent effort is made 
to keep capital on a productive basis, while 
the money invested in public loans definitely 
loses its ties with that factor and remains 
dependent on the political ability of con- 
tinuously changing governments, whose 
duty is primarily to keep afloat the inter- 
nal position of the respective country in 
the economic cycles, even at the expense of 
its foreign commitments. This is not any 
discovery of mine, but an actual fact clearly 
discernible if one notices the status of de- 
faulted South American foreign loans, vis 
@ vis of the foreign private investments in 
those countries. Although several instances 
may be cited as proof against my assertion, 
it is, nevertheless, true that the bulk of 
private foreign investments in South Amer- 
ica is run on a paying and productive basis 
and in many cases enables the owners to 
export the liquid profits. 

I wonder what the result would be now 
if instead of the public loans that poured 
into Latin America, that money had been 
invested in private enterprises. I venture 
to say that most of that capital would now 
be on the safe side, with the rest of private 
investments, and certainly, the economic po- 
sition of most of South America would have 
been strengthened in such a way as to 
make us think that the depression, if not 
entirely avoided, could have been greatly 
minimized. If this conclusion is correct, it 
would mean that economic relations be- 
tween North and South America would now 
be on a more solid basis, as the internal 
development of our countries would help to 
maintain an internally stable purchasing 
power, which is at the very root of inter- 
national trade. 


Nor does Mr. Estrada think that the 
Latin-American countries need more 
banking facilities, for on this point he 
says: 


The commercial banking system of South 
America, working on a large basis of short- 
time credit, has developed sufficiently to in- 
sure our countries a reliable and ample 
source in this particular field, but we have 
been unable to supply the long-term capi- 
tal except artificially, through the expro- 
priations and ravages of paper money, 
which simply meant that we were nullify- 
ing with one hand what we had attained 
with the other. 
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Accepting this view, the conclusion 
follows, that the Latin-American coun- 
tries would be assisted more by some- 
thing that would furnish them long-term 
credit rather than added banking facil- 
ities. Since one of the purposes of the 
proposed Inter-American Bank is to 
“facilitate the prudent investment of 
funds and stimulate the full productive 
use of capital,” it may meet this need. 


RESUMPTION OF GOLD COINAGE 


"THE suggestion that gold coinage and 

the redemption of paper currency in 
gold coin be resumed has been mace 
recently by two leading New York bank- 
ers, Winthrop W. Aldrich, chairman of 
the Chase National Bank, and W. Ran- 
dolph Burgess, vice-chairman of the 
National City Bank. They believe, ‘s 
do many other banking and moneta:y 
authorities, that this would provide em- 
ployment for a part of our present goid 
stock, now amounting to some $1%.- 
000,000,000, and that it would provie 
a means of preventing a possible dis- 
trust of the soundness of the currency. 

It must be admitted that, with this 
large stock of gold, distrust of te 
country’s currency seems remote. But, 
in regard to money as well as to bank- 
ing, the public sometimes displays a 
lack of confidence without good reason. 
And, conceivably, distrust might arise 
in reference to a volume of currency. 
the largest in our history, and irredeem- 
able, without any adequate reason for 
such lack of faith. 

“The wit of man,” said Elbridge G. 
Spaulding, “during the last hundred 
years, has not been able to contrive any 
method by which a paper currency can 
be circulated on a par with gold, un- 
less it can be converted into gold coin 
on demand.” 

Who was Elbridge G. Spaulding? 
Well, he was popularly known as the 
“Father of the Greenbacks,” although, 
as shown by the above quotation, he was 
not a greenbacker. He believed in a 
redeemable currency. As a member of 
the House of Representatives, he drew 
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the draft of the act providing for the 
organization of national banks, but be- 
came convinced, as did others, that its 
provisions could not be put into opera- 
tion in time to meet the then existing 
circumstances. As an alternative, he 
introduced the measure for issuing the 
ereenbacks, and some $346,000,000 of 
these notes remain in circulation to this 
day. Under recent legislation, the 
President is authorized to emit an addi- 
tional issue of $3,000,000,000 of this 
form of currency, an authority of which 
no advantage has as yet been taken. 

Now, as to the wisdom of resuming 
the coinage of gold and the convertibil- 
ity of the paper circulation into gold 
coin. 
Hon. Henry Morgenthau, Jr., Secre- 
ary of the Treasury, in a reply to a 
‘iter from Senator Wagner, chairman 
~ the Senate Committee on Banking 
nd Currency, expressed the following 
jews! 


Convertibility of currency would, in my 
opinion, have no substantial advantages. 
Virtually every country in the world has 
recognized this fact and has withdrawn the 
privilege. For in normal times there is 
nothing to be gained by the right to con- 
vert currency into gold, whereas at all 
times convertibility has the potential dis- 
advantage of creating a possible source of 
internal gold drain which would come into 
play at the very time when it would be 
most injurious. Internal hoarding of specie 
reserves has been, in the experience of many 
countries, one of the most important rea- 
sons for the weakening of currencies. 
Though the prospect of such a contingency 
in the United States seems at this time 
remote, it would nevertheless always be a 
possibility under a convertible currency 
system. Moreover, in the event that there 
should develop an emergency situation 
calling for a further change in the gold 
content of the dollar, the existence of pri- 
vate gold holdings would create unnecessary 
difficulties. 


As a reply to these views, it may be 
said that the probability of a serious 
gold drain on our present stock of about 
$18.000,000,000 seems remote. And as 
to hoarding, aside from a very few 
miserly individuals, such hoarding is 
unlikely. Should there be reasonable 
grounds for distrusting either the cur- 
rency or the banks, the right of the in- 
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dividual to have gold and do what he 
likes with it is incontestible. This right 
tends to keep both the banks and the 
Government on their toes. 

But, aside from all this, the convert- 
ibility of the paper currency into gold 
would tend to renew faith in the coun- 
try’s monetary policy, and would make 
people conscious of the fact that paper 
is not money but its representative. 

Should it be objected that these con- 
siderations are theoretical, the reminder 
may be offered that they may become 
severely practical should there be a spec- 
tacular rise in prices and distrust of an 
irredeemable currency as its cause. 

THE Bankers Macazine, while com- 
pletely approving the views of Mr. 
Aldrich and Dr. Burgess, believes that 
the dollar never should have been de- 
valued, that the price of gold should 
not have been raised, that the repudia- 
tion of the gold clause in outstanding 
United States bonds was a breach of 
contract, and that the entire monetary 
policy of recent years has been destruc- 
tive of public confidence and one of the 
most serious hindrances to recovery. 


—_ 


EASY WAY TO END UNEMPLOY- 
MENT 


OM James F. McKinney, president 
of the Palisades Trust Company of 
Englewood, New Jersey, comes what 
has been called “a simple solution” for 
unemployment. It contemplates taking 
from all those now receiving wages and 
salaries 20 per cent of their income and 
using it in hiring new workers. This 
proposal seems to rest on the assump- 
tion that high wages are responsible for 
unemployment. Such an assumption is 
true only where such wages enter into 
the cost of production to an extent that 
hinders construction or causes the price 
of commodities to rise enough to re- 
strict consumption. 

A proposal to share the income of 
the employed by giving a part of it to 
others that they may be given work is 
not quite the same as the practice of 
shortening the hours of labor, but 
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whether it would work out in practice 
as Mr. McKinney believes is open to 
question. 

There may be no simple solution to 
the distressing problem of unemploy- 
ment, but as nearly a simple one as can 
be thought of is to restore those condi- 
tions which would offer to enterprise 
an incentive to go ahead with new and 
enlarged means of producing goods at 
a profit. And just how this is to be 
done, is by no means simple. 

Whether the proposal of Mr. McKin- 
ney is practicable or not, he is to be 
congratulated on having given serious 
thought to a problem which overtops all 
others, that of finding jobs for the mil- 
lions of our workers eager to work but 
who can find no work to do. 


THE USES OF GREAT WEALTH 
HE recent death of Edward S. Hark- 


ness served to call attention to the 
large gifts to various philanthropic en- 
terprises he had made during his life- 
time, amounting to some $100,000,000. 
By these generous benefactions, Mr. 
Harkness made it possible for the pub- 
lic to share his great fortune. But 
whether great wealth is divided in this 
way or not, the public will inevitably 
share in it. For the possessor of great 
wealth, however voracious may be his 
appetite, can neither consume the prin- 
cipal nor more than a comparatively 
small part of the income. Of the latter, 
he must keep on investing it, and as 
he does so, more and more production 
results, which the public, not the multi- 
millionaire, must consume. 

This is not to say that there are no 
dangers in great fortunes if they are 
used by their possessors to exploit the 
public or to corrupt government. Such 
dangers exist, and they should be re- 
strained. But, as a rule, the wisdom 
responsible for the accumulation of 
great fortunes likewise prevents their 
possessors from resorting to such prac- 
tices, as witness the Carnegie, Sage and 
Rockefeller Foundations. 
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Those who clamor for the distribu- 
tion of wealth would be little helped 
by bestowing upon them their share re- 
sulting from the splitting up of big 
fortunes. What they are really inter- 
ested in is something quite different, 
and that is the production of more goods 
and services and getting a larger share 
of such added production. 


—_ 


THE RECESSION IN BUSINESS 


THAT the first months of 1940 were 

less favorable than the closing 
months of 1939, is a fact well estal,- 
lished. As in all cases of comparison, 
account must be taken of the preceding 
conditions with which comparisons are 
made. Due to anticipated war stimul:- 
tion—which has not appeared as fully 
as expected—the closing months of 
1939 represented a period of great av- 
tivity in production. Some recession 
from this activity, in view of what has 
happened respecting war orders, was 
to be expected. The small volume of 
trading on the New York Stock Fx- 
change, and the low range of prices, to- 
gether with the decline in steel produc- 
tion, are some of the signs of thie 
recession. The war uncertainties and a 
general election are influences contribut- 
ing to accentuate the recession. 

Comfort may be taken in the fact that, 
even with the recent slowing down, pro- 
duction and trade still remain at levels 
far above those of recent years. 


© 


In the period of 143 years from 1789 
to 1932 there were erected for the pur- 
pose of functioning the Federal Gov- 
ernment 11 commissions or agencies. In 
the 7 years from 1937 to 1938 there 
were created 67 new Federal boards, 
commissions and authorities—agencies 
to supervise every activity of business 
and banking. Many of them are in 
open and direct competition with pri- 
vate enterprise.—Silas H. Strawn, for- 
mer President, Chamber of Commerce 
of the United States. 
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Banks differ not in their 
desire to render complete and 
efficient service, but in their abil- 
ity to do so. 


A broad experience, extending 
over more than a century and 
a quarter, has equipped us to 
meet the most exacting needs of 
a wide and valued clientele of 
correspondent banks. 


However well you are now serv- 
ing your customers, an account 
with us should enable you to 
serve them better. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplus and Undivided Profits 
$42,000,000 


Member of Federal Deposit Insurance Corporation 
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for the banker 


c\ 
Qt this book 
¢O was written 


with 


INCREASING PERSONAL LOAN BUSINESS 


by R. E. DOAN and G. F. FOLEY 
Price $2.50 


The Chapters HE Personal Loan Department has far 
greater possibilities than have hitherto 
been realized. Mr. Doan and Mr. Foley 

recognize the human features of this department 

. Practical Operating Suggestions in its possibilities for service to the worthwhile 

citizens of the community but they have gone 

further in their investigation of the country’s 
successful Small Loan Departments to answer 

. Introduction to “THE the questions: How May Profits Be Increased? 

DENVER PLAN” How May Services Be Broadened? How May 

. DENVER PLAN and Large Its Facilities Be Extended to Serve Business 

Department Stores Firms as Well as the Individual? 


. Who Borrows. Why They 
Borrow 


. Advertising Personal Loan 
Department 


. DENVER PLAN and Small Besides these auestions the authors as 

Retailers, Professions originators of the now famous “DENVER 
PLAN” present their experiences and set forth 
for the first time the entire operation of this plan 
which assists retail merchants to liquidate their 
. FHA Mortgage Loans delinquent accounts. 


. Systematizing FHA Moderniza- 
tion Loans 


May we send you on 5 days’ approval a copy of 
INCREASING PERSONAL LOAN BUSINESS? 


BANKERS PUBLISHING COMPANY 
465 Main Street . Cambridge, Massachusetts 
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Administering 


ank Personnel 


™ TONE of the commercial banks with 
| \ which I have come in contact 

make use of periodic service rat- 
ings in evaluating their employes. This 
tool for appraising the services of em- 
ployes is one which, if judiciously used, 
is of such value that it should not be 
overlooked. Through the use of rating 
scales, written information is substituted 
for oral, analysis replaces general im- 
pressions and snap judgment, and con- 
crete bases of comparison displace ab- 
stract ideas. Many department heads 
and executives are prone to place a 
great deal of emphasis on the volume of 
work performed by employes and to 
evaluate their services largely on this 
score, sometimes almost to the exclusion 
of other really significant factors. We 
must remember that, in addition to the 
measurable bases for evaluation, (such 
as production records, attendance 
records, and physical specifications), 
there are certain other more or less 
abstract qualities which can only be 
judged, since they are not subject to 


In the accompanying article, 
which comprised a portion of his 
recent address before the Texas 
Personnel Conference, and which 
is a continuation of the one 
appearing in the February issue 
of THE BANKERS MAGA- 
ZINE, Mr. Cory outlines the use 
of periodic service ratings and 
salary control as applied to the 
management of bank personnel. 
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By Harold A. Cory 


Personnel Officer, 
Farm Credit Administration 
of Houston, Texas 


measurement otherwise. It is these in- 
tangibles which call for the use of a 
rating form, if they are to be given due 
recognition. 

The selection of the qualities to be 
appraised by means of the rating scale 
must be governed by the requirements 
of the particular type of work being 
performed and by the points on which 
emphasis is placed by the management. 
We rate our employes on five factors: 
the quality of the work performed, the 
satisfactoriness of the quantity of work 
performed (giving consideration to the 
nature of the duties and the conditions 
under which they are carried on), the 
initiative displayed, the diligence evi- 
denced, and the codperation shown in 
dealing with fellow employes and super- 
visors (see accompanying reproduction 
of form used). These, or any other 
such qualities, may be included. The 
characteristics rated, however, should be 
restricted to those which require a 
judgment of the employe’s performance 
rather than a compilation of statistical 
facts. 


Salary Control 


For a period of years I served as a 
member of the staff of one of the larg- 
est of the national public accounting 
firms, and in this way had an unusual 
opportunity to study a number of major 
companies from a personnel, as well as 
an accounting, viewpoint. I observed 
that one of the most troublesome prob- 
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FARM CREDIT ADMINISTRATION OF HOUSTON 
(Name of Employee) 


SERVICE APPRAISAL FORM 
FOR NON-SUPERVISORY OFFICE EMPLOYEES 


(Classification) 


Period Ending (Unit - Department - Division) 


QUALITY OF WORK: 
thoroughness, acouracy 
and orderliness of com 
pleted job. 


AMOUNT OF WORK: 
mumber of assignments 
completed; volume of out- 
put in relation to 
nature and condition of 
work. 


III DILIGENCE: 


industry; attentiveness; 
perseverence; energy and 
application to duties; the 
degree to which the employ- 
ee concentrates his atten- 
tion and interest on the 





energy and aptitude dis- 
played in the introduction 
of new things; ability and 
willingness to cope with 
unfamiliar situations; 
success in devising better 
ways of doing things; self- 
reliant enterprise. 


extent to which employee 
works harmoni and 
effectively with fellow 
employees, supervisors, 
and others. 


Work often lack- 
ing in thorough- 
ness, accuracy 
or neatness. 


Does not accom 
plish a satisfac- 
tory amount of 
works 


Lazy; wastes 
time; procras- 
tinates; devotes 
unreasonable tine 
during working 
hours to other 


Mechanically per- 
signed duties. 


is fairly satis- 
factory. 


Does not consis- 
tently give sat- 
isfactory atten- 
tion and energy 

to job. 


Works out only 
simpler problems 
connected with 
his work; seldom 
advances new 
ideas. 


Work is generally | High grade work 
complete, accur- can be expected, 
ate and present~ 

able. 


Number of assign- | Has consistently 
ments completed 

is quite satis- 

factory. 


careful attention 
and best efforts 
to his work. 


difficulties 
pertaining to his 
work and occasion- 
ally offers sug- 
gestions for im 


Apt to be obstruc-/ Usually gets along| Cooperates well 


tive or antagon- 
istic. 


satisfactorily 
with others. 


(Over) 


upon for consist- 
ent cooperation. 


consistently 
performed. 


Extraordinary 
volume of work 
is handled. 


yond his assigned 


active in making 
useful sugges- 
tions and render 
ing valuable 
assistance, beyond 
the scope of his 
regular duties. 


Exceptionally 
successful in 
working with 
others to a 
Common end. 


The form reproduced above is used by the Farm Credit Administration of Houston, Texas, 
to appraise and rate the efficiency of office employes. The back of this form is shown on 
the opposite page. 
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CONFIDENTIAL 


After filling out the other side of this report, check. the actions you would 
recommend if the employee’s effectiveness on the job were the only factor to be 
considered. Ignore budget limitations and other administrative considerations, as 
these factors will be given due weight at such time as action is being considered. 

Check all the recommendations which reflect the employee’s worth to the or- 
ganization. It is understood that you are not necessarily requesting that these 
actions be put immediately into effect. 


A. Not enough is yet known about this employee to justify a recom- 
mendation. 


B. The employee’s attitude or the quality of his work have changed ma- 
terially during the period under review. 
CoMMENTs: 


RECOMMENDATIONS 


Employee’s services should be terminated or he should be urged to 
resign from the organization. 


Employee should be warned that, unless his work improves, it may be 
necessary to let him go. 


Employee should be given simpler work. 


Employee should be transferred to another kind of work. The following 
types of work are suggested: 
Employee is satisfactorily performing his present duties but is not now 


considered worthy of special training or promotion nor deserving of 
demotion. 


Employee should be trained and developed because he is potential ma- 


terial for promotion to higher positions involving (technical-supervisory ) 
responsibilities. 


Employee should be promoted at the first opportunity to a more respon- 


sible position. He is considered to be qualified for the following higher 
positions or types of work: 


Other recommendations or comments: 


NOTES 


For what weaknesses is it necessary to correct or watch this employee? 


If the attitude and deportment of the employee toward his or her work 
could be improved, indicate the nature of change desirable. 


What effort, if any, is this employee making to further his training or 
increase his efficiency? 


In what respects have you suggested that the employee improve himself 
in order to increase his value to the organization? 


What parts of the job does this employee do particularly well? 


For what other line of work is this employee well fitted? 
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lems was that of salary control—keep- 
ing the salaries in line with those paid 
for similar work by other businesses in 
the particular locality, and keeping 
salaries in the proper relationship 
within the organization so as to give 
due recognition to the value of the 
services rendered by each individual. 
In meeting this problem, the larger 
companies are more and more coming 
to make use of two personal tools—job 
classification plans, based upon the 
relative difficulty and responsibility of 
the duties of each position, and com- 
pensation plans which establish mini- 
mum and maximum rates of pay for 
each class or type of work. 

We have found our job classification 
plan to be valuable, for we have quite 
a number of employes who do work that 
is similar and of such a nature that we 
can recognize and identify fairly defi- 
nite levels of difficulty and responsibil- 
ity. However, I doubt that commercial 
banks would find this tool very useful: 
first, because of the small number of 
persons they employ; second, because 
of the nature of the positions themselves 
which makes classification unnecessary. 
Inquiry discloses that in commercial 
banks there are few types of work which 
involve more than one level or degree 
of difficulty. For example, a significant 
portion of the personnel of any bank 
belongs to the teller group. An analysis 
of tellers’ duties as found in most 
banks, reveals that, while the jobs are 
by no means identical, they are of so 
nearly the same degree of difficulty that 
any attempt at classification would be 
arbitrary. Many banks grade their 
tellers as A, B and C on the basis of 
their length of service, accuracy, ability 
to meet the public, etc., but this is not 
classification in the sense which we 
have been using. 

The adoption of a compensation plan 
as a tool for salary control would, I 
am sure, aid almost any bank in han- 
dling this personnel problem. In a 
business where the turnover is extremely 
low, promotional opportunities are 
necessarily limited. As a result, em- 
ployes often stay on the same job for 
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long periods, receiving salary increases 
periodically. Under these circumstances 
it is extremely difficult, without the 
assistance of some guide such as a 
formal compensation plan, to keep 
salaries from getting out of line with 
the value of the services rendered and 
with salaries paid other employes doing 
the same or comparable work. 

In establishing a compensation plan 
for a bank, salary ranges should be set 
for types of work rather than for classi- 
fications of positions, as is ordinarily 
done. A minimum and maximum rate 
should be authorized for tellers, an- 
other for machine bookkeepers, another 
for proof clerks, another for messen- 
gers, and so on. We must be sure, 
however, that the plan is flexible, for 
occasions are bound to arise when goo'l 
administration would require that an 
individual be compensated at a rate 
which is either below or above the range 
authorized for his position. If a pro- 
vision is not made for justifiable ex- 
ceptions, the plan is apt to do move 
harm than good. The plan must serve 
the bank, and not the bank serve the 
plan. 

So we see that personnel administra- 
tion has much to offer our banks. It 
is true that their small personnel, their 
exceedingly low turnover rates, and the 
limited variety of their jobs, make it 
impracticable for banks to accept and 
use all of the tools which are available. 
But it is likewise true that by selecting 
those tools which are applicable, prac- 
tical personnel programs can be de- 
veloped. The centralization of the per- 
sonnel function, the development of an 
application blank which concisely pre- 
sents all of the essential information, 
the judicious use of tests, the continua- 
tion of A. I .B. work, which is recog- 
nized as an outstanding training pro- 
gram, the making of periodic written 
appraisals of the services being rendered 
by employes, and the establishment of 
reasonable compensation plans which 
will serve as guides in controlling 
salaries, are all factors in the answer 
which personnel administration submits 
to the problems before the banks. 
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The War and 


Latin America 


C‘OON after the outbreak of war last 
;_) September, the Pan American Con- 

ference of the American Republics 
established the Inter-American Finan- 
cial and Economic Advisory Committee 
with the purpose of facilitating in- 
creased trade between the various coun- 
ivries as well as between the United 
States and the Southern continent. The 
organization of this group, consisting of 
one expert from each republic, was en- 
trusted to the Pan American Union at 
\Vashington where the meetings are tak- 
ing place. 

One of the most valuable proposals 
was submitted by Carlos Davila, a for- 
mer President of Chile, who enumerated 
more than fifty products which could 
be marketed in the United States with- 
out competition from domestic sources. 
Davila also pointed to many articles 
formerly imported from Czechoslovakia, 
Germany, Austria and Poland, which 
can be manufactured at the same cost, 
quality and quantity in Latin America. 

Plans for the establishment of an 
Inter-American Bank have emerged from 
the committee meetings, the adoption 
of which will mark one of the most im- 
portant advances in~ Pan American 
financial and economic relations. The 
new institution, drafted similar to the 
Bank for International Settlements, 
would exercise three main functions: 
(1) facilitate the flow of investment 
funds through actual loans or guaran- 
ties of obligations; (2) liquidate frozen 
balances, abate foreign exchange re- 
strictions, and restore normal flow of 
trade; (3) promote currency stabiliza- 
tion by rediscounting central bank 
paper. 


By Frederick M. Stern 


Albert Graef, Inc., New York City 


This new bank, with headquarters in 
the United States and a scheduled capi- 
talization of $100,000,000, could exer- 
cise a very constructive réle in Latin 
America, particularly if at the same 
time respect for American property 
rights is restored and responsibility for 
old obligations reasserted in those coun- 
tries which have failed to accord proper 
protection to foreign investors and 
creditors. 

Statistics covering the first four or 
five months of the war show rapid ad- 
justments everywhere. Because Great 
Britain in its endeavor to cover her 
needs chiefly within the Empire has 
embargoed the exportation of wool, 
hides, skins, flax seed, meat products, 
etc., the American market has been ob- 
liged to shift its purchases of these 
commodities from the Dominions to 
other sources of supply. Argentina will 
probably be the chief gainer from this 
development. 


Argentina 
Within three weeks of the outbreak 
of hostilities, Argentina had already 
sold part of its wheat surplus to Great 
Britain, and negotiations were reported 
for the sale of its entire carry-over at a 


Note: A typographical error was made in 
the preceding article by Mr. Stern, ap- 
pearing in the February issue of THE 
BANKERS MAGAZINE. In Figure II, 
on page 116, the column of percentages 
headed “Germany,” should have been headed 
“Great Britain,’ and that headed “Great 
Britain” should have been “Germany.” 
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profitable price. Thus, the government 
was saved from a prospective loss esti- 
mated at 400 million pesos (about 119 
million dollars), the difference between 
the world market and the price which 
had been guaranteed the farmers. 

Negotiations for a new trade agree- 
ment with the United States were broken 
off recently. It appears that the prin- 
cipal difficulties were presented by the 
Argentine exchange control quotas 
which ration out exchange to importers 
in proportion to exports to the respec- 
tive countries. Our embargo law 
against Argentine fresh meats has for 
many years provoked the antagonism of 
that country’s powerful cattle and sheep 
industry whose best customer has been 
Great Britain. English imports into 
Argentina, however, declined consider- 
ably since the outbreak of the war, 
whereas American sales experienced a 
pronounced expansion during the last 
four months of 1939. 


Brazil 


Important purchases are to be made 
in the United States partly financed by 
government credits. Reports were cir- 
culated recently that about $10,000,000 
paid to Vickers for cruisers, construc- 
tion of which had been ordered, would 
be released and remitted to the United 
States for the purchase of railway and 
other equipment. 

Fourteen steamships were bought in 
October last by the Lloyd Brasileiro 
from Moore & McCormack Lines, Inc. 
They will be used in transatlantic and 
South American trade. This acquisition 
should greatly facilitate Brazilian com- 
merce and result in savings of foreign 
exchange previously needed for freight 
transported in foreign bottoms. 

The United States Treasury has made 
available several instalments of its gold 
credits to Brazil in accordance with 
agreements signed in Washington on 
March 9, 1939. 

Ambitious plans are reported from 
Rio de Janeiro for the exploitation of 
Brazil’s iron ore reserves—reputedly 
the largest in the world—by the com- 
bined efforts of local and American 
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capital. It is estimated that $30,000,- 
000 is involved in this scheme in which 
the United States Steel Corporation is 
believed to be interested. 

Coffee stocks held in Europe at the 
end of last August were estimated at 
only 2,700,000 bags, compared with 
8,000,000 bags in 1914. The large 
world production had been responsible 
for dealers carrying relatively small 
supplies. Loss of the German markets 
will be partly compensated by larger 
direct purchases from Italy and other 
neutrals who had covered their coffee 
requirements through barter with the 
Reich. 

Chile 


It was announced from Santiago that 
the Chilean government proposed to 
take over certain German steamers hel 
in Chilean ports in lieu of machinery 
and other merchandise owed by Ger- 
many for unfilled barter contracts. 


Colombia 


Oil is now flowing through the newly 
completed pipe line from the Barco 
concession of the South American Gu'f 
Oil Co. which is owned jointly by So- 
cony Vacuum Co. and Texas Corp. With 
a minimum capacity of 55,000 barre:s 
daily, full operations would enable Co- 
lombia to double its previous produc- 
tion of about 20,000,000 barrels an- 
nually. The government will derive 
substantial royalties from this develop- 
ment. 

Peru 


Negotiations of a reciprocal trade 
agreement are said to be under consid- 
eration by the Peruvian Government 
and the United States Department of 
State. In 1938, Peru’s exports to the 
United States were valued at $12,813.- 
000 whereas imports totaled $16,893,- 
000. Trade with all countries, however, 
showed an export surplus of $18,600,- 
000. The United States replaced Great 
Britain in 1938 as the principal pur- 
chaser of Peruvian products. 


Uruguay 


The largest construction under way in 
Uruguay is the Rio Negro Hydraulic 
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Project which is in the hands of a Ger- 
man syndicate. Payments are mainly 
to consist of raw products such as 
frozen meats, wool, etc. It is uncertain 
to what extent the war will affect these 
operations. 

On September 11, the Government re- 
futed a report published by a Buenos 
\ires newspaper that Uruguay had 
large foreign accounts to collect from 
Germany and Italy and declared that 
trade with these countries was balanced 
'o date. 

Negotiations for a reciprocal trade 
.greement between the United States and 
(‘ruguay were recently terminated in 
\Vashington, necessitated by the impasse 
reached in negotiations with Argentina. 
‘he State Department explained that 
there is a similarity in important re- 
pects of the export trade of the two 
South American republics with the 
‘nited States. 


Bolivia 


Recent modifications in exchange 
regulations are much more favorable to 
(in producers, and exports expanded 
from 1,478,071 kilograms in August, 
1939, to 2,979,389 in September and 
3,978,878 in October. Increase of the 
iin production quota to 120 per cent, 
more advantageous prices, and the ex- 
pected steady movement of ore through 
ample available tonnage, should con- 
tribute to a considerable improvement 
in the foreign exchange situation. 


Cuba 


The world’s foremost sugar producer 
reported several large sales to Great 
Britain in recent weeks. Increasing de- 
mand and better prices would greatly 
benefit Cuba which enjoyed enormous 
prosperity from 1914-19 due to the al- 
most complete cessation of beet produc- 
tion in Eastern and Central Europe. 


Pan-American Finances 


The following major factors are op- 
erating towards an expansion of inter- 
\merican commerce: 

(1) Revision of old enmities, jeal- 
ousies and frontier disputes in a spirit 


of common interest, peace, and new 
friendship among the republics. 

(2) Larger Pan-American codperation 
through conferences and commercial 
agreements. 

(3) Better feeling towards the United 
States and reciprocal trade treaties. 

(4) Improved transportation facilities 
and extensive road construction. 

(5) Greater self-sufficiency through 
the development of natural resources 
and establishment of local industries. 

(6) Search for new markets among 
the sister nations. 

(7) Development of non-competitive 
export products with the active assist- 
ance of U. S. Government experts. 

(8) Promotion of trade and bolster- 
ing of foreign exchange or gold reserves 
through loans from U. S. agencies. 

(9) Increased gold production 
throughout the continent. 

(10) Better budgeting by govern- 
ments which were obliged to rely on 
domestic resources since no foreign 
loans could be raised for almost a 
decade. 

(11) Expected diversion of tourist 
trade from Europe to the countries south 
of the Rio Grande. 

(12) Anticipated demand for raw 
materials at higher prices due to the 
European war. 

The most encouraging aspect of these 
twelve points is the fact that only the 
last two relate to war conditions, 
whereas the other ten are based on 
fundamental developments of a more 
permanent nature. 

Tendencies particularly favorable to 
the U. S. may be enumerated as follows: 


(1) Self-interest and the desire for 
mutual protection against foreign ag- 
gression and ideologies warrant closest 
political, economic and military co- 
operation between the twenty-one re- 
publics. 


The accompanying article, is 
a continuation of the one ap- 
pearing in the February issue 
of THE BANKERS MAGA- 
ZINE. 
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(2). The stronger attitude of trust and 
solidarity on the part of Latin America 
toward the United States has resulted 
in active collaboration toward the joint 
solution of financial and commercial 
problems. 

(3) The desire of Latin American 
countries to develop products for which 
they can find ready markets in the 
United States has been supported by the 
dispatch of Government experts from 
Washington to act as consultants and 
advisers. 

(4) Faster communications and an 
extension of the tourist trade will pro- 
mote better understanding between the 
people themselves; will bring more 
American currency to the Southern 
Hemisphere; and will thus help to bol- 
ster foreign exchange supplies. 

(5) Increased trade will help treas- 
uries through larger customs receipts 
and internal revenues and thus facilitate 
financing of external debt payments. 


Monetary Relationships 


At present, gold holdings are approxi- 
‘mately divided as follows: Argentine 
$427,000,000; Brazil $34,000,000; Chile 
$30,000,000; Colombia $20,000,000; 
Peru $19,000,000; Uruguay $68,000,- 
000; the remaining countries about 
$100,000,000. These total holdings of 
nearly $700,000,000 amount to only 
about 3 per cent of the world’s mone- 
tary gold reserve (the United States has 
over 17 billion dollars). 


The new continental rapprochement 
is of utmost value to the holders of the 


foreign bonds. According to United 
States Department of Commerce figures, 
$1,072,000,000 par value of Latin 
American bonds are owned in this coun- 
try of which $711,000,000 are in default. 

It is inconceivable that much prog- 
ress in the spirit of codperation, peace 
and goodwill can be made without a 
speedy permanent settlement of the 
outstanding debts. New loans cannot 
be secured as long as old obligations 
are disregarded. With the exception 
of Argentina and Uruguay, which have 


refunded high coupon bonds, and are 
maintaining full service, Chile and 
Costa Rica are making partial payments, 
Panama and Colombia are only servic- 
ing one loan each, and the remainder 
of the countries are almost entirely in 
default. Even without the expected 
trade-benefits from a long European 
conflict, payments could already have 
been resumed in many instances—at 
least on a reduced scale. With all 
efforts straining at a revival of Latin 
American prosperity, adjustment of old 
debts cannot be delayed much longer 

President Roosevelt recently expressec 
his disappointment over the “lack o! 
progress and success” by the Foreig: 
Bondholders Protective Council created 
six years ago to help American inves 
tors. This declaration of concern by the 
head of our Government should lead to 
a thorough discussion of the problem: 
involved. The bondholders have ever) 
reason to be gratified by these develop- 
ments which seem to indicate that th 
long period of apathy and inertia wil 
be superseded by a constructive pro 
gram and a firmer policy toward the 
debtors. Our often asserted “good 
neighborliness” through a misinterpre- 
tation of its spirit, may even have en- 
couraged, in some instances, the dis- 
respect of American property rights and 
just claims. 

A sound readjustment of service 
charges and a resumption of at least 
partial interest payments should soon 
reverse the trend of bond prices which 
have been declining to ever lower levels 
in recent years. An equitable reorgan- 
ization of the outstanding indebtedness 
may in time reopen our capital markets 
to Latin America—although surely on 
a different basis from the practices of 
the 1920’s. Thus we may contribute to 
the development of the rich natural re- 
sources of South and Central America 
and to the unification of economic and 
political interests with mutual profit. 
The intelligent and codperative solution 
of these financial problems would, no 
doubt, promote more trade in both di- 
rections and greater prosperity for all. 
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.----a readable, clear, practical, 


comprehensive treatise on ----- 


New Business for 
the Trust Department 


By THEODORE TEFFT WELDON 


— 
New Business for 
the Trust Department 


¥ 
\ Adeainsstration 
\ : Solicitation 
\ “Merehsndising 
\ Advertising 
, ROARS IAN A 


‘Theodore Tefft Weldon 


SOME OF THE TOPICS 
DISCUSSED 


* * * 


Surveys and analyses of the trust market 
as it exists today. 


The effect of the economic cycle on trust 
sales. 


How much is a given piece of trust busi- 
ness worth? Profit possibilities. Compari- 
son with other banking functions. 


Measuring the return from the advertis- 
ing and selling dollar. 


Sales plans and helps for the one-man 
trust department. 


Selecting, training, managing and paying 
salesmen. 


Prospect lists, follow-up systems, sales 
reports and mechanical helps to selling. 


Definite merchandising plans and the 
inter-relation of all sales elements. 


Practical sales ideas, appeals and points 
together with the use of graphs, figures 
and charts in selling. 


Ethical questions, investment practices, 
treatment of lawyers and insurance men 
in relation to selling. 
Internal problems affecting the growth 
of trust sales. 


An extensively illustrated discussion with 
ideas and copy to assist in preparing 
and recognizing better advertising. 


HIS is the only book ever published 

which takes up the whole sales problem 

of the trust department and discusses 
every phase and facet of this highly profes- 
sional function. It attacks the questions in 
their large sense as well as minutely and in- 
dividually. 


The various methods of determining the 
present value of each trust sale are analyzed. 
The organization and administration of the 
new business effort are discussed in detail. 
The development of profitable solicitation is 
exhaustively treated, as is also the trust officer's 
individual effort to get business. The trouble- 
some problems of lawyer and insurance co- 
operation are defined, and the less obvious 
points of trust ethics in relation to selling are 
carefully weighed. 


Advertising is approached with a view tc 
making it more productive and less costly. 
Themes to use, ideas as to copy, thoughts on 
lay-out and media are concise and authorita- 
tive. How to prepare mailing lists, what to 
send, when to mail, what to expect from it 
and how to cash in on it are matters which 
receive their just emphasis. Co-relating all 
elements of advertising and Selling into the 
most productive whole from a merchandising 
standpoint is graphically illustrated. 


The book contains dozens of graphs, charts, 
illustrations, tables, advertisements, mailing 
pieces, record forms; and teems from begin- 
ning to end with examples of successful prac- 
tices and plans. It should be read repeatedly, 
referred to, and become a text book for all 
trust officers and their assistants when con- 
sidering the growth of their departments. It 
is invaluable to the seasoned solicitor, and a 
veritable gold mine of information to new 
salesmen. Advertising men will find it an 
inspiration in preparing copy. Directors and 
heads of banks will gain from it an authentic 
picture of the value of trust activity, and a 
gauge with which to measure the efficiency 
and soundness of the department's advertis- 
ing and selling technique. 


Price $5.00 


BANKERS PUBLISHING COMPANY, 465 Main Street, Cambridge, Mass. 
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Government 


Invasion of Banking 


ANY agencies set up by the Fed- 
eral Government and the various 
states invade the field of banking. 

Of such agencies instituted by the Gov- 
ernment, the Postal Savings system on 
the one hand, and the Production Credit 
associations on the other, present indeed 
a strange paradox. 

The Postal Savings system, operated 
by an agency of the Government and 
at the expense of the Government, boasts 
that it is self-supporting and that it 
does not compete with banks. However, 
in the three year period ending June 
30, 1933, its deposits increased seven- 
fold. Over one billion dollars was with- 


The Nebraska Bankers Asso- 
ciation Committee on Agencies 
in Competition With Banks, 
which made the accompanying 
report, is composed of the fol- 
lowing bankers: 


Otto Kotouc, Chairman; Presi- 
dent, Home State Bank, Hum- 
boldt. 

A. J. Jorgenson, President, 
American National Bank, Sid- 
ney. 

J. A. Cline, Jr., Cashier, Farm- 
ers & Merchants State Bank, 
Bloomfield. 

J. Y. Castle, Cashier, McDonald 
State Bank, North Platte. 

I. R. Alter, Executive Vice- 
President, First National 
Bank, Grand Island. 

E. W. Rossiter, President, Bank 
of Hartington. 


By the Committee on Agencies ir: 
Competition with Banks 


Nebraska Bankers’ Association 


drawn principally from banks durin; 
that period and redeposited in th: 
Postal Savings system. It is highly sig- 
nificant that this transition was accom- 
panied by the largest decline in the 
number of banks in the history of our 
country. The depression surely becam.: 
much more acute during this period. 
The following table as of June 3(, 
1938, shows how the competition of the 
Postal Savings system affects our im- 
portant agricultural section of the 
United States: 
Deposits in Postal 
Savings June 30, 1933 
$173,885,738 
38,282,612 
59,419,411 
24,662,241 
96,845,011 
40,373,681 
39,302,008 
25,811,732 
69,219,128 
21,546,018 
33,731,421 
36,994,890 


State 


Illinois 
Indiana 


Michigan 
Minnesota 
Missouri 
Nebraska 
Ohio 
Oklahoma 
Texas 
Wisconsin 


$660,073,891 
Total for United States. . $1,251,799,180 


Twelve of our foremost central agri- 
cultural states have lost over one-half 
billion dollars to the. Postal Savings 
system, or about 53 per cent of the total 
deposits in the Postal Savings system. 
May not this sudden and vast with- 
drawal of funds from uses of agricul- 
ture and ear-marked for other purposes 
have helped to prostrate the agricultural 
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industry? Certainly the banks in these 
areas suffered severely when the change 
took place. . 


Production Credit Associations 


Due to the efforts of the Reconstruc- 
tion Finance Corporation many banks 
strengthened their capital structures fol- 
lowing the moratorium of 1933 in order 
to assist the Government in rebuilding 
anew the vast resources and industries 
of our country. For it is an unques- 
tioned fact that our present dual system 
if banking has made America prosper- 
us and great. Unhampered, our Ameri- 
an system of banking could again ac- 
omplish the task. Evidently the fram- 
rs of the Banking Act of 1933 so felt 
vhen they established the Federal De- 
sosit Insurance Corporation. Unfor- 
unately, in the general eagerness to 
ring about a quick recovery an addi- 
ional agency was set up which is now 
ompleting the strange paradox—the 
"roduction Credit associations. 

Since their organization, the Produc- 
‘ion Credit associations have closed a 
iotal of 1,078,180 loans, advances on 
which, including renewals, aggregated 
$1,120,840,034. The following table 
indicates how the banks in the twelve 
central agricultural states mentioned 
took another lacing through their op- 
erations: 

Production Credit 
Associations’ 
Loans Closed 


During Year 
1938 
$13,553,240 

10,445,373 
7,737,304 
5,260,056 
4,074,970 
8,898,859 
6,956,377 
6,575,631 
9,718,880 
5,849,205 

25,744,075 
8,623,965 


State 
Illinois 
Indiana 
lowa 
Kansas 
Michigan 
Minnesota 
Missouri 
Nebraska 
Ohio 
Oklahoma 
‘Texas 
Wisconsin 


$113,437,935 

Total for United States. . 302,622,809 
About 3714 per cent of the total loans 
in the associations come from these 
twelve agricultural states. That this 


competition is ruinous is evidenced by 
the fact that the Production Credit as- 
sociations themselves show a deficit on 
their actual operations for 1938. Dur- 
ing that year their operating income 
and expenses were as follows: 


Operating expenses 

Charge offs and estimated losses 
represented by valuation re- 
serve adjustments 


$6,273,209 


1,441,193 
7,714,402 


6,857,708 
856,694 


Operating income 
Deficit 


7,714,402 


Were it not for the income received 
amounting to $3,383,177 from invest- 
ment of Class A and Class B stock 
proceeds and accumulated earnings, 
which stock is supplied gratis by the 
Government and the stockholders, the 
associations would have shown a loss 


of $856,694 for the year 1938. 
PCA Interest Rate 


In view of the fact that the number 
of state banks in the nation has shown 
a decline of 134 during 1935, 147 dur- 
ing 1936, 177 during 1937 and 125 dur- 
ing 1938—banks which generally serve 
the small communities—it would seem 
that some form of competition is put- 
ting them out of business. 

From “The Earning Power of Banks,” 
a study published by the Research 
Council of the American Bankers Asso- 
ciation, we learn that “in 1929 the ratio 
of commercial loans made by the com- 


‘*As individuals we pay heavy 
taxes to support the Govern- 
ment. As taxpayers we become 
our own competitors through 
such undertakings by our Gov- 
ernment and thus become tax 
free. What a pathetic paradox! 
We are playing both ends 
against the middle and thereby 
hastening the departure of the 
goose that lays the golden eggs.”’ 
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mercial banks was less than 16 per cent 
of the total volume of trade, and during 
the period 1929 to 1933 it averaged 17 
per cent. For 1934 to 1937 the average 
has been 9 per cent, a ratio consider- 
ably below the 14 per cent rate that 
was steadily maintained before the 
world war.” 

According to the Federal Deposit In- 
surance Corporation’s annual report of 
December 31, 1938, the average rate of 
interest received on loans and average 
rate of interest paid on time and sav- 
ings deposits by insured commercial 
banks not members of the Federal Re- 
serve system—which classification com- 
prises the largest number of banks that 
come in direct competition with the 
Production Credit associations—was as 
follows: 


Average Rate 
of Interest 
Paid on Time 
and Savings 
Deposits 
2.17 
2.28 
2.09 
1.92 
1.82 


Average Rate 
of Interest 
Received on 


The Production Credit associations 
operate on a basis of 3 per cent above 
the discount rate of the Federal Inter- 
mediate Credit Bank and in 1938, op- 
erating on this basis, sustained an op- 
erating loss. In 1934 non-member 
commercial banks operated on a basis 
of a little over 3 per cent difference 
between interest paid and interest re- 
ceived. As the earnings of banks were 
declining, in order to remain solvent, 
they wisely began to reduce the rate of 
interest paid on certificates and savings. 
They gradually moved to a 4 per cent 
difference without increasing the rate of 
interest charged borrowers, and appar- 
ently could operate successfully on this 
basis if not too severely handled by 
competition with these governmental 
agencies. 

In 1937 the American Bankers Asso- 
ciation published a factual survey of 
Federal Government lending agencies, 
prepared by its Committee on Banking 
Studies. Commenting on the competi- 
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tion of Production Credit associations it 
declared: “There can be no question but 
that many small banks, whose liveli- 
hood depends on agricultural lending, 
have suffered a loss of business and that 
continued loss of business by these in- 
stitutions will cut at the roots of the 
American system of banking.” 


Tax Revenue Lost 


We thus have an agency, the Postal! 
Savings system, financed by the Govern- 
ment, taking deposits away from bank: 
by overbidding them on the rate of in- 
terest paid. Simultaneously, we hav 
the Production Credit associations, with: 
a Government provided capital, taking 
loans away from the same banks by 
underbidding them on the rate of inter 
est received (charged to borrowers). 
And in sponsoring these two institu 
tions, our Federal Government loses no 
only all it costs to maintain them but 
it also, together with the various state 
governments and subdivisions thereof 
loses proceeds and revenue from income 
and excess profits taxes, surtaxes, pa‘ 
roll taxes, capital stock taxes, property 
taxes, and many other forms of taxa- 
tion both tangible and intangible which 
banks must of necessity pay. The 
amount of such taxes can better be com- 
prehended when compared with divi- 
dends paid on common stock of banks. 
The Research Council of the American 
Bankers Association in the paper en- 
titled “The Earning Power of Banks” 
published in January, 1939, lists the 
amount of taxes paid by all insured 
banks of the country during the year 
1937 as $.23 per $100 of deposits and 
dividends paid on common stock as $.43 
per $100 of deposits. The sum paid 
in taxes amounts to nearly 5314 per 
cent of the dividends paid. 


**Pathetic Paradox’’ 
\ 


The Federal Deposit Insurance Cor- 
poration, set up by the Federal Govern- 
ment to insure banks, finds itself in the 
unique position of guaranteeing the de- 
posits of those banks which the same 
Government is weakening by fostering 
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institutions at public expense to com- 
pete with them. As individuals we pay 
heavy taxes to support the Government. 
As taxpayers we become our own com- 
petitors through such undertakings by 
our Government and thus become tax 
free. What a pathetic paradox! We 
are playing both ends against the mid- 
dle and thereby hastening the depar- 
ture of the goose that lays the golden 
eggs. 

If banks should follow the lead of 
Production Credit associations in send- 
ing out personal solicitors for loans, 
the field of competition could quickly 
be broadened. Certainly a break-down 
of sound banking economy would follow 
with the result that it could easily be 
harmful to both. Accordingly, the 
Federal Deposit Insurance Corporation, 
which would have to bear the brunt of 
losses should they occur, and the Re- 
construction Finance Corporation, which 
is still interested in banks through its 
sale to them of preferred stock, should 
hoth be vitally interested in eliminating 
Government subsidized competition. 

In view of the fact that banks have 
placed their houses in order, that their 
deposits are now insured, that they are 
making a fair, reasonable, and attrac- 
tive rate of interest to borrowers, that 
they are not only able, but ready and 
willing, to make all new loans consis- 
tent with sound principles of banking, 
it seems that in the interest of recov- 
ery, competitive institutions like the 
Postal Savings system and the Produc- 
tion Credit associations should now be 
abolished. 


© 


“SOAKING THE RICH” 


SomE there are who believe that 
“soaking the rich,” as it is called, will 
redistribute property and restore oppor- 
tunity. I do not believe in that course. 
All the wealth that has ever been made 
or accumulated is, in my opinion, not 
a drop in the bucket when compared to 
the wealth that can be made and 
accumulated in a really free economy. 
—Joseph C. O’Mahoney, U. S. Senator 
from Wyoming. 
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BANK 
ACCOUNTING 


AND 


AUDIT CONTROL 


By 
JAMES E. POTTS 


Auditor 
Tue First Nationat Bank oF Boston 
Boston, Mass. 


rd 


|= BOOK is a study of account- 
ing and audit control as applied 
to banking. It starts with a typical 
statement of a large bank. This is 
broken down into a more detailed 
list of accounts and each account 
is then traced back to the trans- 
actions which gave rise to it. In 
so doing the accounting procedure 
involved is studied and also the 
audit control factors which may 
be applicable in each case. 

The book is profusely illustrated 
with various forms used for audit 
control. It should be of value 
not only to the student of bank 
accounting but to comptrollers, 
auditors and bank executives in 
general as well as to public account- 
ants and bank examiners. 


Price $4 delivered 


i BANKERS PUBLISHING CO. 
465 Main Street, Cambridge, Mass. 


Please send me on approval a copy of 
“Bank Accounting and Audit Control” by 
James E. Potts. At the end of 5 days I 
will either remit $4 or return the book. 
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. . . written by a banker 


for bankers... 


SMALL LOANS 


AN INVESTMENT FOR BANKS 


By WALTER B. FRENCH 


Vice-president, The Trust Company of 
New Jersey, Jersey City 


CONTENTS 
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Usury and Usury Laws 
Interest Laws Today 
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Installment Buying 
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Personal Loan Companies 
Industrial Loan Banks 
Commercial Banks 
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Personal Loans 
Automobile Loans 
Modernization Loans 
Equipment Loans 
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CONCLUSIONS 
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HIS book is virtually a handbook on 
personal or consumer loans as a 
business for banks. The author his 

charge of consumer credit activities in 
his own bank. He is a graduate of The 
Graduate School of Banking and wro‘e 
his graduation thesis for that institutica 
on this same subject. 

The chapter on Experience contains 
an historical review of the various typ:s 
of lenders in the small loan field and °f 
the development of the usury laws. it 
also contains considerable material on 
operating costs of these lenders, interest 
rates charged, occupational pursuits of 
borrowers, loss experience, and other 
data, much of it documented with figures 
and tables. 

Considerable space is devoted to 
methods for developing necessary volume 
of business, including treatment of borrow- 
ers, attitude of lending officers, personal 
solicitations, advertising media, mechanics 
of checking credit references, etc. 


WHAT THE REVIEWERS SAY 


“Offers usable information to banks having small 
loan departments and to banks that are considering 
them. . . . Throws light on some of the practi- 
cal problems encountered by lender and borrower.” 
—BANKING. 

“This book is virtually a handbook on personal or 
consumer loans as a siness for banks.’”’—COM- 
MERCIAL AND FINA AL CHRONICLE. 

“This book is filled with sotnd, practical advice based 
not only on the author’s Gwn experience but on the 
experience of the many banks whose operations he 
has studied.”—TARHEEL BANKER. 


Priee $1.50 


BANKERS PUBLISHING COMPANY 


465 Main Street 
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Adequate Rates for 


Safe Deposit 


GREAT deal is being said these 
J days about bank operating costs 
and methods of increasing earn- 
ings, and there has also been very 
noticeable emphasis placed on the ques- 
tion of departmental earnings of banks 
as distinguished from the earnings of 
the institution as a whole. One needs 
only to pick up at random an issue of 
some financial paper to read of an 
address on these subjects by some bank 
official or outside expert. It seems to 
be a current live topic of discussion. 

But there is another feature about all 
these speeches and discussions that is 
rather noticeable—they are rarely di- 
rected at the safe deposit vault as one 
of the bank’s departments. This seems 
strange, because even though the safe 
deposit vault may be a separately in- 
corporated company it is, nevertheless, 
a very important department of the 
business of banking, and frequently it 
is learned, after all of its costs of 
operation are analyzed and properly 
allocated, that it is not being run at a 
profit. 

Now there must be some reason for 
this apparent apathy on the part of 
the banks with regard to the profitable- 
ness or otherwise of their safe deposit 
vaults, and I am wondering whether it 
may possibly lie in either 6f the follow- 
ing two fields: first, the ‘inclination 
on the part of many institutions to re- 
gard the vault as purely a service depart- 
ment which cannot under any circum- 
stances earn a profit, and indeed is not 
expected to; or, second, whether the 
vault managers or their superior officers 
in the bank have perhaps neglected to 


By George F. Parton 


President, The Standard Safe Deposit 
Company of New York, New York City 


analyze with sufficient care the rate 
schedules of their boxes, particularly 
the small ones, in order to determine 
if a proper amount of income is being 
derived therefrom. 


Price According to Worth 


I have never been able to persuade 
myself to believe that the proper basis 
for pricing small boxes is the amount 
which the customer says he can afford 
to pay—in other words, the much used 
expression “how much the traffic will 
bear”—but that is precisely the basis 
on which these small boxes are being 
rented today by many institutions. It 
is freely admitted. But what logical 
reason can there be for pricing boxes 
on that basis? Why should not the 


The suggestions in the accom- 
panying article, although di- 
rected toward safe deposit vault 
operators in New York City, 
contain much of interest to 
banks rendering such service in 
other parts of the country. 


This article formed a portion 
of Mr. Parton’s recent report 
before the New York State Safe 
Deposit Association, as chair- 
man of their Committee on 
Rates and Adequate Returns. 
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basis be what the boxes are worth? 
That would seem to be the natural 
approach to the subject; it is certainly 
the approach in practically every other 
type of business that I know of. Take, 
for example, a merchant who has goods 
to sell. He doesn’t fix the prices of 
those goods at what he thinks the cus- 
tomer can afford to pay. His prices are 
fixed according to what the goods are 
worth according to prevailing market 
conditions. And not only that, they are 
also fixed at a price which will return 
him a reasonable and fair profit. Surely 
he does not price the merchandise at a 
figure which he knows in advance 
would net him a loss. If a customer 
wants a certain type of goods he either 
has to pay the going price for those 
goods as set by the trade or he doesn’t 
get them. 

Now bringing this thought closer to 
home, let me ask whether the owner of 
a house or an apartment ever rents his 
property at a figure which his prospec- 
tive tenant says is all he can afford? 
I should say not. And yet the safe 
deposit business has practically the 
same landlord and tenant relationship. 
We all know that the rent of a house 
is based upon what the property is 
worth in the market, and so I say again, 
why should we in the safe deposit busi- 
ness seemingly go out of our way to 
rent space at a figure which we know 
is less than it is worth according to 
the best advice of expert cost account- 
ants and analysts. 

I am convinced that many of us do 
not really appreciate the true value of 
what we have to offer to the public in 


“IT am convinced that many 
of us do not really appreciate 
the true value of what we have 
to offer to the public in the way 
of protection and service. We 
entirely underrate ourselves, and 
so long as we do, the public is 
of course going to take advan- 
tage of our generosity or what- 
ever else you may want to call 
. 


the way of protection and service. We 
entirely underrate ourselves, and so 
long as we do, the public is of course 
going to take advantage of our gener- 
osity, or whatever else you may want 
to call it. 

I recently heard the president of one 
of the largest distributors of food in 
this country say that he knew of no 
more important question in business to- 
day than the proper pricing of mer- 
chandise. It is a major problem in 
nearly all lines of business. But what 
do we safe deposit men do about 
proper pricing of that highly important 
and extremely valuable service and pro- 
tection which we sell to the public— 
protection for the assets and valuables 
which frequently form the very basis of 
their livelihood. All I seem to hear 
from those who rent boxes for $4, $3. 
$2, and even $1 a year, is that “the 
customers can’t afford to pay more”— 
“it is all the traffic will bear’—‘the 
boxes are so small they are not worth 
more’ —‘‘we rent them as a service and 
not for profit”—“let’s rent them at any 
price to fill up the vault”—and so on. 
Let me remind you that a half million 
dollars worth of negotiable securities 
or jewelry can easily be kept in a box 
an inch high by five wide, and I wonder 
how many of us know how much it 
would cost the owner of those valuables 
to insure them on the outside against 
the very risks which a first class vauli 
guards against—namely, burglary and 
fire? If you haven’t looked up the 
figures let me state what my insurance 
agent tells me, that for the negotiable 
securities alone the premium would run 
in the neighborhood of $9,530 a year 
and about $4,500 just for the jewelry. 


Insurance Comparison 


Now of course some one may say 
that those figures are all rather fantastic 
and meaningless from a practical stand- 
point, so let’s figure on a more normal 
every day sort’ of transaction — say 
$50,000 worth of negotiable securities 
or a similar amount of jewelry. That 
isn’t so very much for some people to 
own and certainly a very small box 
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could take care of it all. Well, here 
are the figures for the outside insurance 
in those instances. The annual premium 
for the securities alone would be $953 
and $520.65 for the jewelry. And yet 
we rent boxes to guard such valuables 
for the paltry sums of $2, $3, or $4 a 
year and throw in a lot of service be- 
sides. 

It has been proven over and over 
again, both by experience and by ex- 
pert analysts, that boxes which are 
rented in New York City below $5 a 
year do not pay, but year after year 
we do nothing about it. We keep on 
hearing about it as a matter of interest- 
ing news, and let it go at that. It has 
also been proved in a least one case that 
with the raising of the prices of the 
smaller size boxes in that vault, located 
by the way in a highly competitive 
neighborhood, their net annual income 
was increased by several thousand dol- 
lars, notwithstanding some loss of busi- 
ness through boxes that were surren- 
dered because of the adjusted prices.* 

Now, with all these facts in mind, 
may I submit this question for your 
consideration: 

If it has been proven that small boxes 
rented from $1 up to $5 a year are 
unprofitable, and if it has also been 
proven that the protection which we 
offer is, without any question of doubt, 
worth at the very least $5 a year, and 
if in addition it has been proven by 
actual tests that a general raising of 
the prices of the smaller boxes results 
in increased net income, why should we 
not all get together and adopt a uni- 
form minimum price of $5 for all these 
small boxes in New York City? All 
we have to do in order to bring this 
about is to work together—commercial 
vaults, savings banks and independents 
alike, and if we would all—not just 
a few of us—if we would all adopt a 
minimum of $5 for these small boxes, 
we would probably all increase the net 
income of our respective vaults. It 
would naturally have to be a united 


—_- 


*See article “Know Your Safe Deposit 
Costs,” by James G. Manchester, Jr., in 


fen Banxers Macazine for February, 
1940, 


effort but is it not an experiment worth 
trying? Are we content to admit, in 
effect, through our doing nothing about 
it, that we haven’t the courage to try it? 


© 
PRESERVE FREE ENTERPRISE! 


RESPONSIBILITIES may be differently dis- 
tributed in different enterprises, large 
and small, but the codrdination of man- 
agerial effort can be effective only 
where authority goes hand in hand with 
responsibility. No authority outside of 
the individual enterprise, be it indus- 
trial cartel, labor union, Government 
bureau or economic dictator, can con- 
structively substitute its dictates for 
those of the responsible management. 
Any such outside authority would lack 
both the specific responsibility and the 
technical knowledge necessary to a bal- 
anced consideration of all the elements 
involved in problems of sales, finance, 
production, engineering, research, and 
employe relations. 

The contribution that American in- 
dustry can make to the national welfare 
depends upon the preservation of free 
enterprise and _ individual _ initiative. 
Laws to protect society from abuses are 
necessary and desirable, but in the pub- 
lic interest it is essential that any law, 
or any other process affecting industry, 
shall be so framed as not to limit au- 
thority of management which would 
render it unable to fulfill its responsi- 
bilities—From the Declaration of Prin- 
ciples Relating to the Conduct of Ameri- 
can Industry, adopted by the recent 
Congress of American Industry. 


© 


WE, in the banking business, stand at 
the cross-roads today. We can do one 
of two things. We can either place our 
case before the public fairly and 
honestly and win back the good will 
we have lost, or we can hoist the white 
feather of fear and see our business 
taken from us.—Charles R. Reardon, 
Vice-President, First National Bank, 
Joliet, Ill. 
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Determining 


Interest Rates 


E bankers think of deposits as 

something which come to _ us, 

more or less, by the grace of God 
and by means of which we are able to 
acquire certain assets which we hope 
will prove profitable. For the moment, 
however, let us think of these deposits, 
not from our point of view, but from 
the point of view of the people who own 
them. To these people, deposits are 
the primest kind of asset. We have, al! 
of us, frequently heard people say, “I 
don’t bother about stocks or bonds, i 
put my money in the bank.” We have 
even heard people say “all right, you 
keep your government bonds, money in 
the bank is good enough for me.” It 
is not too much to say, I think, that 
in the eyes of most people commercial 
bank deposits rate higher as an in- 
vestment medium than do any other 
kind of asset, with the exception of cur- 
rency, and [ think it is safe to say that 
banks are the only private business en- 
terprises whose obligations are consid- 
ered about on a par, in point of con- 
servatism, with the obligations of the 
Federal Government itself. 

That thought is something to conjure 
with. It cannot be passed over lightly; 
it carries with it a tremendous respon- 
sibility, and in another way it carries 
with it an advantage which is compara- 
tively little recognized. I might men- 
tion the advantage first. If, in deposit- 
ing money with us, our customers feel 
that they are making an investment of 
the very primest kind, then they should 
not, it seems, either expect or be en- 
titled to any larger yield on this invest- 
ment than is in keeping with the yields 


210 


By Stephen M. Foster 


Monetary Analyst, 


City Bank Farmers Trust Company, 
New York City 


paid on other obligations of more or 
less comparable integrity and security. 
We are the middleman handling money 
as our commodity. If we are unable 
to invest short-term funds at much more 
than a zero yield, certainly the people 
from whom we acquire short-term funds, 
our depositors, cannot expect us to pay 
them much over a zero yield for the 
funds which they let us have. I quite 
realize, of course, that under normal 
circumstances time deposits are actually 
long-term, not short-term funds. In 
times of strain and stress, however, they 
are likely to be just as volatile as de- 
mand deposits. And since one never 
knows when times of stress and strain 
are going to develop it seems perfectly 
fair to consider that time deposits are 
short-term funds. That does not mean 
that there is any obligation upon us not 
to pay interest on time deposits at a 
rate greater than the yield on Govern- 
ment bills or other highest grade short- 
term securities, but it does very defi- 
nitely mean that there is no obligation 
on our part to pay interest on time 
deposits at a rate greater than we can 
get on Government bills, and it means 
that if we do pay a relatively high rate 
of interest, we do so because we want 
to and because we can do so conserva- 
tively—not because our customers are 
entitled to it. 

The sacredness with which our cus- 
tomers look upon their investment with 
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us not only carries with it the advan- 
iage that the cost to us of our customers’ 
money should be at a very minimum 
rate; it also carries with it a very grave 
responsibility. If our customers are 
looking upon their investment with us 
in the way that I have just discussed, 
then we in turn must make sure that 
the assets with which we protect our 
customers’ investments with us justify 
the confidence which is placed in us; 
the integrity of these assets must be 
absolutely irreproachable. 

What do we as bankers do about this 
great responsibility of ours, how do we 
meet the responsibility that is imposed 
upon us by virtue of the fact that our 
depositors think of their deposits with 
us as being absolutely sacred, as being 
investments of security better than, or 
equal to, the security offered by Govern- 
ment bonds? 

Well, the first thing we do is to hold 
as backing or collateral for these de- 
posits certain assets. These consist of 
currency, balances with the Reserve 
bank or other banks, Government se- 
curities, miscellaneous securities, loans 
of various types, some mortgages and 
some real estate. And in order that 
these assets shall offer satisfactory asset 
protection for our deposit liabilities we 
have more assets than we have deposit 
liabilities, the excess assets being offset 
by our capital liabilities. 

On the whole, for all commercial 
banks in the United States, the capital 
liability is only about 12 per cent. That 
is to say, on the average the commercial 
banking business operates on about a 
12 per cent margin. Now we all know 
of another fairly important business 
which operates on a margin basis where 
the margin is required by law to be at 
least 40 per cent and in practice aver- 
ages far more than 40 per cent. J refer, 
of course, to the security brokerage 
business. However, in spite of the fact 
that that business operates on a mini- 
mum of 40 per cent margin, neverthe- 
less it is generally thought of as being 
highly speculative. The thought that 
that brings up is this: If the security 
brokerage business is considered to be 
a speculative business operating on a 


40 per cent margin or better, and if the 
banking business is going to be an ultra 
conservative business when operating on 
a 12 per cent margin, there can be only 
one answer: the assets held by banks 
in the conduct of their business, held 
for the protection of depositors’ de- 
posits, must be of maximum solidarity 
both as to the excellence of the credits 
involved, and as to price fluctuations 
through which these assets are likely 
to go by virtue of changing money con- 
ditions. 


Quality First Consideration 


That means that a bank must select 
assets whose so-called credit risk is 
practically negligible, and to the ex- 
tent to which a bank purchases market- 
able securities, not only must the credit 
risk be eliminated so far as possible. 
but also changing money conditions 
must not be allowed to cause too great 
fluctuations in the total value of total 
assets. 

I wonder how many hanks fully ap- 
preciate the responsibility that is placed 
upon them by their acceptance of their 
customers’ deposits. Qn the one hand 
88 per cent of banks’ liabilities are what 


STEPHEN M. FOSTER 
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an industrial concern would call cur- 
rent liabilities; on the other hand, these 
liabilities are not just commercial ob- 
ligations accepted by the obligee in the 
furtherance of trade and in search for 
profit, they are liabilities considered by 
the obligee as something sacred, as the 
soundest, safest means of his holding 
principal value. 1 wonder how many 
banks realize the extreme conservatism 
with which they must select their assets 
if they are to live up to the responsibil- 
ity indicated by this remarkable set of 
conditions. 

This set of conditions requires that 
the quality of the assets selected and 
held by banks be given first considera- 
tion in the policies of the institution. 
In general the various loans that banks 
make fulfill this requirement. They are 
selected with great care; they represent 
prime risks, and, in particular, they 
represent situations with which bankers 
are intimately familiar. This is not 
always true, however, of the investment 
account. Banks which will have a very 
special committee pass on a $500 loan 
will allow one investment man to make 
a $5,000, $10,000 or $20,000 commit- 
ment in securities, and in some cases 
far more, and in many instances these 
securities represent situations with 
which the bank has little or no intimate 


‘‘A bank should determine 
what rate of return it can re- 
ceive on its security holdings if 
they are invested with ultra 
conservatism in securities en- 
tirely suitable for commercial 
bank holding. It should then 
be in a position to bring its 
total expenses into satisfactory 
relationship to total receipts by 
a manipulation of the other 
highly elastic item of income and 
outgo, interest paid on time de- 
posits,’? suggests Mr. Foster in 
the accompanying portion of his 
recent address before the mid- 
Winter meeting of the Wiscon- 
sin Bankers Association. 


contact. Under these circumstances, 
these investments should, it seems, be 
selected from securities which, by the 
great financial markets, are given the 
very highest ratings. And in order to 
give liquidity to these securities, they 
should be actively traded in on the ex- 
changes of these great financial] markets. 


Yield of Secondary Importance 


The reason that I bring up the neces- 
sity of selecting securities with such 
great conservatism is that the conserva- 
tism must come first, and the yield must 
come after. Instead of trying to get as 
high a yield as possible, a bank should 
come pretty close to trying to get as 
low a yield as possible. One might 
almost say that bonds should be bought 
by the yield book upside down. The 
yield, in other words, must be of defi- 
nitely secondary consideration; and this 
is where the cost of money comes into 
the investment problem. In a bank’s 
income and expense statement there are 
two highly flexible items. On the ex- 
pense side is the amount of interest paid 
on deposits; on the income side is the 
interest derived from the securities ac- 
count. For the purpose of present argu- 
ment we can assume that banks are 
already deriving as much income as they 
can from their loans; they have already 
arranged to receive as much miscellane- 
ous income as possible; they have al- 
ready reduced their operating expenses 
as low as they can be reduced. There 
remain, then, two items; one on the ex- 
pense side and one on the income side, 
which are highly flexible. Interest on 
time deposits, in running from any- 
where from 14 of 1 per cent to 2 per 
cent, can, depending upon the actual 
volume of time deposits, mean a total 
expense to a bank of anywhere from 
around 0 per cent to perhaps 114 per 
cent of total assets. Similarly, the in- 
terest received on a bank’s security ac- 
count can likewise be greatly increased 
or decreased by having the bank accept, 
on the one hand, a very conservative 
yield, or, on the other hand, a more 
speculative yield of 4, 5 or 6 per cent, 
depending upon the class of securities 


THE BANKERS MAGAZINE for March, 1940 





that the bank is willing to purchase and 
hold. Thus it is that we are left with 
one item of income and one item of 
outgo which are highly elastic and may 
be made to offset one another. If, for 
example, as is the case with many banks, 
a predetermined and relatively high per 
cent of interest is applied to a high 
percentage of time deposits, and if the 
resulting expenditure on interest is 
added to a fairly high operating ex- 
pense, then the resulting total expense 
usually necessitates an excessively high 
yield from the security portfolio. Nearly 
everyone will admit, I think, that this 
situation very definitely puts the cart 
before the horse, and it is where a high 
and predetermined rate of interest on 
time deposits forces a bank’s portfolio 
managers to acquire and hold high 
yielding securities that the bank begins 
to get into trouble. That is where the 
banking problem really begins. 

Exactly the reverse of this situation 
should be the one to be followed. A 
bank should determine what rate of re- 
turn it can receive on its security hold- 
ings if they are invested with ultra con- 
servatism in securities entirely suitable 
for commercial bank holding. It should 
then be in a position to bring its total 
expenses into satisfactory relationship 
to total receipts by a manipulation of 
the other highly elastic item of income 
and outgo, interest paid on time de- 
posits. 


Interest a Flexible Item 


I can think of no policy or principle 
of greater importance to the solving of 
banks’ problems than the policy which 
I have tried to illustrate and to empha- 
size above. This policy may be restated 
in this way: A bank should look upon 
the interest that it pays on time deposits, 
not as a fixed charge, but as a highly 
flexible item the total amount of which 
depends upon the bank’s net earnings 
situation before these interest payments 
have been made, but after the bank’s 
bond portfolio has been made to con- 
form to the high degree of conserva- 
tism required by the nature of the bank- 
ing business. If the interest on deposits 


is viewed in this light by banks, then 
banks can regard their security port- 
folios in their proper light—as media 
of investment, whose prime requisite is 
solidarity of principal value and whose 
secondary requisite, and not a very 
close second at that, is the production 
of a very modest and conservative yield 
in keeping with the return offered by 
other highest grade dollar obligations of 
appropriate maturity. 

Far too many banks decide that for 
one reason or another they wish to pay 
interest at such and such a rate on their 
time deposits. That ‘decision gives 
them practically a fixed operating 
charge which, when added to other op- 
erating costs, calls for a higher rate 
of yield from the bond portfolio than 
can be derived with requisite safety. 


Rule of Thumb Method 


Under the circumstances I suggest a 
simple rule of thumb method of putting 
into effect what seems to me to be a 
highly important policy of bank opera- 
tion. I suggest that to your fairly ac- 
curately known income from loans, and 
your fairly accurately known miscel- 
laneous income, you add a conservative 
yield on your bond account which at 
the minute we can take as about 2 per 
cent. There is nothing sacred about 
this 2 per cent. The actual percentage 
might be different for every bank, de- 
pending upon a variety of conditions. 
In selecting 2 per cent I merely had in 
mind the desire to suggest a conserva- 


‘A bank should look upon 
the interest that it pays on time 
deposits, not as a fixed charge, 
but as a highly flexible item the 
total amount of which depends 
upon the bank’s net earnings | 
situation before these interest 
payments have been made, but 
after the bank’s bond portfolio 
has been made to conform to a 
high degree of conservatism re- 
quired by the nature of the 
banking business.’’ 
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tive yield—one which in today’s money 
market could be derived from a very 
high grade group of dollar obligations, 
well diversified as to maturity. 

The sum of these three items, that is 
to say, the sum of income from loans, 
miscellaneous income, and 2 per cent 
on the bond account, should be added 
together and should be considered as 
constituting, at least for the moment, 
your gross operating income. 


From that total deduct all items of 
operating expense other than interest on 
deposits. Now consider that the next 
charge against income is a reasonably 
adequate provision for reserves against 
losses and/or return on capital. I sug- 
gest that 6/10ths of 1 per cent of total 
assets might be considered a proper 
allocation to this capital account. 


The balance of total income, after 
this final deduction for capital account, 
should be considered as the basis for 
determining what payment shall be 
made on time deposits. This by no 
means indicates that interest payments 
on time deposits must equal this re- 
sidual sum, but I do urge that in no 
case should an amount of interest 
greater than this residual sum be paid 
out. 
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UNSOLVED PROBLEMS 


ALREADY there can be noticed a dispo- 
sition to regard the depression as some- 
thing already past or, at least, on the 


way out. From Washington, which so 
recently was almost exclusively con- 
cerned with matters of domestic econ- 
omy, about all the news which makes 
front pages now concerns foreign af- 
fairs or is closely related to them. The 
activities which gave real promise of 
correcting some of the New Deal’s most 
glaring failures, and of alleviating some 
of the conditions created by the New 
Deal which prevent sound recovery, 
have become sidetracked or lost to pub- 
lic view since the spotlight has been 
shifted to war. The mere fact that our 
attention has been diverted from the fa- 


miliar depression problems does not 
mean that they are not still present. 
They have not disappeared; they have 
merely been glossed over by a surface 
prosperity which rests on a foundation 
about as firm and strong as the filling 
in a cream puff. These basic problems 
are domestic problems. They may be 
affected by but they cannot be solved 
by conditions and events outside of our 
borders. While they remain unsolved 
we may enjoy artificial and transient 
prosperity, but we will not and cannot 
have a genuine sustained recovery. They 
must be solved, and the only success- 
ful solutions will be those which con- 
form to American principles of life and 
of government.—Ernest T. Weir, Chair- 
man, National Steel Corporation. 


EMPLOYEES WANT INFORMATION 


EMPLOYEES are interested in obtaining 
a wide variety of facts about the activi- 
ties of the company. Studies have dis- 
closed that information is desired about 
such matters as company sales, profits, 
dividends, management problems, com- 
pany products, research activities, what 
other departments are doing, the cost 
of various items of expense, and the 
like. The recognition of these desires 
of employees for company information 
have led a number of progressive com- 
panies during recent years to publish 
financial reports to employees and to 
disseminate other company facts in va- 
rious ways. 


It should be noted that employees 
may have decided preferences relative 
to the methods of receiving the infor- 
mation they desire. In one company 
the employees’ newspaper was the most 
preferred medium. Few employees de- 
sire to get this information in their 
pay envelopes or from notices on bulle- 
tin boards.—Harold B. Bergen, McKin- 
sey & Company, New York City, in an 
address before the Office Management 
Conference, American Management 
Association. 
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Old Republic 
has pioneered in 
adapting Credit 
Life Insurance 
to banks with 
Personal Loan 
Departments. 


Ox REPUBLIC has just brought out a 
unique brochure explaining its simple, practical plan of Credit Life In- 


surance as used by hundreds of commercial banks with Personal Loan 
Departments— banks of all sizes in all types of communities in 29 states 
from New York to California. The brochure also contains examples of 
the few simple forms that make the plan almost automatic in operation. 
A copy of this brochure will be sent to any bank-officer upon request. 
Address N. A. Nelson, Jr., General Manager, Old Republic Credit 
Life Insurance Company, 309 West Jackson Boulevard, Chicago, Ill. 
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IN WASHINGTON 


By Our WasHINGTON CORRESPONDENT 


HE Wagner Committee has taken 

its first step. It was a long time 

in doing so. Many individuals, 
even those quite close to the banking 
“nursery,” refused to entertain much 
hope that the banking and monetary 
“study” would be able to “walk” for 
another year. But the full Senate 
Banking and Currency Committee, 
which itself is to recommend or deter- 
mine a banking and monetary policy 
for this country, put its right foot for- 
ward, and now is making progress 
likely to carry it a long, long way in 
‘the next year or two. 

The committee, much exercised over 
the prospects before it, considered how 
best to proceed under the authority 
vested in it by the Congress. Should 
it invite any and all to testify in person, 
or would it be advisable to obtain full 
and complete reports, or briefs, from 
public as well as private agencies? 
The latter was decided upon. The ex- 
pression of the committee membership 
was that much time and effort would be 
saved by first correlating and classify- 
ing the reports, statements, memo- 
randa. Then a sub-committee would 
be appointed to go into the various 
specific subjects, calling witnesses and 
preparing suitable legislation. 

From the beginning, Chairman Wag- 
ner has felt that a consultant or expert 
to steer the committee along on definite 
objectives without at the same time con- 
trolling or “bossing” the committee 
was indispensable. He is known to be, at 
this writing, dickering for an individual 
supposedly well known to banking, “a 
very good man” whose name may not 
be divulged presently, at least not until 
the Senator has “landed” him. Pro- 
fessor A. M. Nadler of New York Uni- 
versity, and Peter J. Nehemkis, Jr., 
special Securities and Exchange coun- 
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sel, have been mentioned as_ possible 
appointees, with the former in the lead. 

Chairman Wagner has denied that 
the Administration has exercised in- 
fluence to postpone or kill the “study.” 
Personally, he gives little credence to 
the rumors that since this is election 
year and foreign events are trouble- 
some, delays would, of necessity, follow. 

Except for the possible questions of 
the public debt, Stabilization Fund and 
gold imports, most of the subjects con- 
cerning both policy and _ mechanics 
can immediately be surveyed by the 
Senators without political repercussions. 
After all, it is argued, no deadline has 
been set to conclude the work. Another 
factor, little observed, is that only four 
of the twenty Senators of the committee 
are up for re-election in November, and 
two of them are practically “in” al- 
ready. So, besides uninterrupted labors, 
the membership during the practical 
lifetime of the study-group, may not 
have any axes to grind which would 
compel postponement. Furthermore, 
this is a long-time study. Many ob- 
servers see in it far-reaching implica- 
tions somewhat parallel to another Fed- 
eral Reserve Act. 


Mead Small Loan Bills 


Determined and anxious to get some 
kind of legislation—almost any kind 
will do—at this session of the Congress 
which would extricate the small busi- 
ness enterprise from credit difficulties, 
Senator James Mead has two additional 
small loan bills prepared, one of which 
he has dropped into the Congressional 
hopper. These, together with his In- 
dustrial Loan Corporation bill offered 
in the Special Session, will be followed 
by companion measures in the House 
on which side of the legislature hear- 
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ings are proposed. The House Banking 
Committee may then pick its own bill 
from among the three, with the mini- 
mum of trouble. It, is almost certain 
that the New Yorker will prevail on 
Chairman Steagall not to repeat the 
fiasco experienced on the Senate side 
last summer. This time, only select 
witnesses will be asked to testify. The 
American Bankers Association, it is ex- 
pected, will oppose enactment of two 
of them, but not the third. If every- 
thing moves along as contemplated, 
Senator Mead can go to his consti- 
tuency in the fall with colors flying 
and bands playing. 

In the two new measures, Senator 
Mead has sought to meet in advance 
certain objections. One measure, a 
variant of his Industrial Loan Cor- 
poration-Federal Reserve Bill, would 
strike out the $1,000,000 loan maximum 
and limit loan applications to strictly 
“small loans.” This would meet the 
wishes of Secretary of the Treasury 
Morgenthau. Another bill, already in- 
troduced, would simply amend Section 
13b of the Federal Reserve Act, per- 
mitting the same powers to the Board 
as now written into the Reconstruction 
Finance Corporation statute. This 
would meet the objections of certain 
Senators, mainly Glass of Virginia and 
Adams of Colorado. Their objections 
center mainly around inhibitions against 
creation of anything resembling another 
agency such as an Industrial Loan Cor- 
poration. 


Surplus Commodities Program 


Philatelists are considering the addi- 
tion of a new section to their stamp 
albums! This section would list Gov- 
ernment stamps, issued not by the Post 
Office Department, but by the Agricul- 
ture Department. With the announce- 
ment of a cotton stamp program, two 
new colored stamps, green and brown, 
will pass through the window apertures 
of the banking teller cage. These 
stamps will be issued to the reliefers 
and possibly low-income groups to buy 
surplus cotton goods. “Complete co- 
operation” of both business and bank- 
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ing is taken for granted. Whether other 
commodities besides food and cotton 
will be distributed in this manner is 
not certain, but at least some attention 
necessarily will have to be given to the 
fact that there is a limited number of 
colors with which to distinguish surplus 
commodity stamps. This is a “social” 
scheme which is meeting general appro- 
bation, and although redemption 
methods are being simplified to cut 
handling costs, banks can not well 
afford to oppose. They must “render 
a service,” said Milo Perkins, president 
of the Federal Surplus Commodities 
Corporation, which is promoting the 
program. 

The action of the “economy bloc” in 
Congress in cutting off funds for the 
distribution of surplus commodities is 
not viewed with alarm in Government 
circles. Congress is expected in the 
end to allot the needed funds. Ap-_ 
proximately 50 cities have been named 
for the food stamp plan, and as many 
more are planned by the close of the 
present fiscal year. More than 400 
cities have applied for this type of 
relief for their people. 


FDIC Developments 


Evidently President Roosevelt and 
Chairman Steagall do not see eye-to-eye 
on the matter of raising deposit insur- 
ance liability. For at Hyde Park the 
Chief Executive let it be known that 
he was opposed to raising the liability 
to $10,000, explaining that those above 
the $5,000 bracket can take care of 
themselves. He prefaced his statement 
by saying to the newsmen that here was 
a story for them to write inasmuch as 
the large majority of depositors do not 
read the financial papers, and his stand 
against the $10,000 figure was to let 
the man-on-the-street realize that his 
protection was the first objective of 
the FDIC. It is true, too, that Chair- 
man Steagall has pending a bill to 
raise the Corporation’s liability to the 
higher figure. Surveys have already 
been made. As there is not much 
banker opposition to the increase, espe- 
cially if the assessment is not raised, 
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the measure thay be enacted this session. 
And, in the matter of assessments, a 
concerted effort is getting under way 
to lower it. 

Other matters pertaining to the FDIC, 
include speculation on measures to in- 
crease the board membership and au- 
thorize construction of another “marble 
palace” to house the institution con- 
tiguous to the Federal Reserve Board’s 
building on Constitution Avenue. Then 
there is the naming of a new Chairman 
to sucteed:,Leo T. Crowley who is éx- 
pected to take over his new duties with 
the Standard Gas and Electric before 
adjournment of the Congress. There is 
a scarcity of material, or absence of 
names, to fill Crowley’s able shoes, but 
a small-bank man is expected to be 
named to carry on the tradition nur- 
tured by the incumbent. 


Interlocking Directorates 


The Presidential edict against inter- 
locking bank directorates will become 
fully and finally effective June 1, 1940. 
This affects about 800 bankers and 
banks. An effort is now under considera- 
tion by the American Bankers Associa- 
tion to ameliorate the hardships of this 
prohibition which principally affects 
small institutions. A revised bill may be 
offered to permit “good and desirable” 
interlocking bank directorates’ when 
they do not run counter to public 
policy. Principal banking legislators 
long have recognized the situation and 
hence have sought to delay the effective- 
ness of the Clayton Act. If the Presi- 
dent can be “won over” with the right 
kind of legislation, a serious dilemma 
to many bankers may be averted. 


FHLB ‘‘Agreement”’ 


After the ABA and the U. S. Savings 
and Loan League arrived at an agree- 
ment on certain changes in the Federal 
Home Loan Bank Act amendments in 
the interests of a better bill for the 
benefit of all concerned, now comes the 
State Bank Supervisors Association 
taking objection to the agreement. Just 
what effect this opposition will have 
among ‘banking leaders in Congress 
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can only be surmised now, but at any 
rate the trade associations contemplated 
enactment at this-session in the “agreed” 
form. Certainly, if these two groups 
can get together on a piece of legisla- 
tion which would liberalize a Federal 
banking function, it is .expected the 
legislators can vote the measure through. 
But it is-left to conjecture whether in 
the last analysis there should have been 
any “agreement,” on legislation which 
at best could get a’ majority report with 
only a minority vote! 


NLRB Problem 


Whether banking is operating in in- 
terstate commerce is apparently no 
nearer a decision than when the firsi 
Bank of America-National Labor Re 
lations case was decided by the Boarc 
against the institution. For the Boar« 
is now in the midst of another case 
against the same bank. But this time 
it is not “exploratory” as was brough' 
out by the Smith NLRB Investigating 
Committee in airing the original suit. 
The Board is going ahead with the nev 
case. Meanwhile, organized bankin; 
seeks a way to protect banking’s future, 
to exempt it from the Act, or in other 
ways benefit the banking institution. 
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BANKING APPRECIATION 


I wonpeER if we feel strongly that our 
institution is good. That it serves. That 
it builds. And that it adds definitely 
to the welfare and happiness of the peo- 
ple. Perhaps we are so close to banking 
that we do not fully appreciate its eco- 
nomic and social contribution to the 
community. For our own morale and 
faith in our institution and in ourselves, 
it is well to reappraise our place in the 
community,’ from time to time, just as 
we appraise and reappraise the more 
tangible assets in our: ledgers. Let me 
say, too, that the public’s feelings about 
us may be the reflection of our own 
feelings about ourselves. The public is 
inclined to: accept the appraisal we 
place on ourselves and our institution. 
—E: 8S. Woosley, Vice-President, Louis- 
ville Trust Company, Louisville, Ky. 


THE BANKERS MAGAZINE for March, 19/9 





Federal Legislation Pending 


Bank Robbery 


Bill introduced by Senator Ashurst 
(Arizona) S. 3264. 


Provides for an amendment to 48 
Stat. 783; U. S. C., Title 12, sec. 588b, 
by adding the following: 

“(c) Whoever shall willfully receive, 
possess, conceal, store, barter, sell or 
dispose of any property or money or 
other thing of value knowing the same 
‘o have been taken from a bank in viola- 
tion of subsection (a) of this section 
shall be fined not more than $5000 
or imprisoned not more than ten years, 
or both.” 


Federal Farm Loan Increase 


Bill introduced by Senator Ashurst 
(Arizona) S. 3265. 

Provides for further amendment of 
the Federal Farm Loan Act by increas- 


ing the limitations of amount of loans 


from $50,000 to $100,000. 


Loans to Public Bodies 
Bill introduced by Senator Mead 


(New York) S. 3269. 


Provides for authorization of loans 
by the Administrator of the Federal 
Works Agency “to public bodies and 
nonprofit organizations for the purpose 
of financing the construction, equip- 
ment, repair, alteration, extension, or 
improvement, and in conjunction there- 
with the temporary operation and main- 
tenance for a period not exceeding four 
years, of the whole or part of any one 
or more of the following: hospitals, 
water and sewerage works and systems 
(including treatment plants and any 
and all constituent facilities thereof), 
works and systems for the reduction of 
pollution in streams, and related facili- 
ties necessary or proper to safeguard 
the health of the people, where, in the 
determination of the administrator, such 
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facilities are now inadequate or non- 
existent.” 

Such loans would be evidenced by 
an obligation of the public body or 
organization to which made, secured 
in such manner as the administrator 
determined to be reasonably necessary 
to assure repayment, repayable within 
a period not to exceed fifty years, and 
bear interest at the rate of 2 per cent 
per annum. 

The administrator would be em- 
powered to sell or exchange any bonds, 
securities, or other obligations ac- 
quired; and, for the purpose of effec- 
tuating the provisions of this act, there 
would be appropriated “out of any 
moneys in the Treasury not otherwise 
appropriated, to remain available until 
expended, the sum of $300,000,000, of 
which not to exceed $100,000,000 shall 
be devoted to hospital projects. Not 
to exceed $9,000,000 of the appropria- 
tion herein made shall be available 
during the fiscal year ending June 30, 
1941, for administrative expenses in 
carrying out the purposes of this act, 
and the administrator is authorized to 
use such portion thereof as may be 
necessary to reimburse agencies of the 
Federal Works Agency for such of their 
services as may be utilized by him in 
carrying out the purposes of this act.” 


Aid to Closed Building 
and Loan Associations 


Bill introduced by Senator Smathers 
(New Jersey) S. 3283. 


Provides for extension to closed 
building and loan associations and for 
the liquidation of assets of such associa- 
tions the same assistance that is now 
extended to closed banks and for the 
liquidation of their assets. Section 5e 
(a) of the Reconstruction Finance Cor- 
poration Act would be amended by add- 
ing the following: “The corporation 
also is authorized to make loans upon 
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the assets of any building and loan as- 
sociation which have been trusteed or 
are otherwise held for the benefit of 
shareholders, members, or depositors 
of such association or for the benefit 
of shareholders, members, or depositors 
and others.” 


Crop Loan Law Amendment 


Bill introduced by Representative 
Jones (Texas) H. R. 7878. 

Provides for amendment of section 
2 (b) of the act entitled “An Act to 
provide for loans to farmers for crop 
production and harvesting during the 
year 1937, and for other purposes,” 
approved Jan. 29, 1937, as follows: 

“(b) There shall be required as 
security for any such loan a first lien, 
or an agreement to give a first lien, 
on crops or livestock. Such lien or 
agreement shall relate only to the crop 
or crops specified in the application, 
the production or harvesting of which, 
or both, is to be financed in whole or 
in part, with the proceeds of the loan; 
or, in the case of any loan for the pur- 
chase or production of feed for live- 
stock, to the livestock specified in the 
application. If the borrower is a tenant 
or sharecropper operating under an 
agreement by which his landlord is 
entitled to an interest in such crop or 
livestock, the lien or agreement shall 
relate only to so much of the crop or 
livestock as represents the tenant’s or 
sharecropper’s interest therein under 
the agreement with the landlord.” 

The amendment made would apply 
with respect to any lien given as se- 
curity for a loan made subsequent to 
the date of enactment of this act. The 
title of the act of January 29, 1937, 
would be amended by striking out “dur- 
ing the year 1937.” 


Credit for Defense Act 
Bill 


introduced by Representative 
Voorhis (California) H. R. 8080. 
Provides for “financial credit for na- 
tional defense in time of war without 
incurring public debt; to regulate the 
volume of such credit; to prevent post- 


220 


war depression; and to provide for 
orderly transition from a war economy 
to a peace economy.” 

Whenever a state of war exist be- 
tween the United States and any other 
nation, the Secretary of the Treasury 
would be “authorized and directed to 
issue U. S. currency notes to the amount 
of such appropriations for the military 
and naval establishments of the U. S. 
as may be enacted by Congress during 
the duration of such state of war, 
minus such net increases in revenue as 
may be realized after the provisions of 
title II of this act have become effec- 
tive.” 

The Secretary would be authorized 
to “open special accounts, to be known 
as the National Defense Credit Ac- 
counts, which the Federal Reserve banks 
and/or member banks, and to deposit 
with them such issues of U. S. currency 
notes. Such currency notes shall be 
legal tender in payment of all debts, 
public and private, and of all taxes, 
duties, and imposts, but shall not be 
eligible to be used as cash reserves by 
any banks in the U. S., its territories 
and possessions, except as a 100 per 
centum reserve against an equivalent 
total amount of deposit liabilities. All 
Treasury and member banks deposits 
with the Federal Reserve banks arising 
from the issue or transfer of such U. S. 
currency notes shall be segregated ac- 
cordingly, so that member bank hold- 
ings of such deposits with the Federal 
Reserve banks shall not constitute a 
cash reserve against more than the same 
volume of such member banks’ own 
deposit liabilities, and so that Federal 
Reserve bank holdings of such U. S. 
currency notes shall not constitute a 
cash reserve against other Federal Re- 
serve bank operations.” 

The funds deposited in the National 
Defense Credit Accounts would “for 
the duration of such state of war be 
used exclusively to meet all payments 
authorized by the aforesaid appropria- 
tions for the military and naval estab- 
lishments of the U. S.” 

The bill would declare it to be the 
intent of Congress, whenever such a 
state of war existed, “to levy such war- 
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time surtaxes in addition to current tax 
levies as will cause an increase in gross 
revenue, over and above the revenue 
collected in the last fiscal year preced- 
ing such state of war, as nearly as 
possible equal to the anticipated rate 
of final consumption of all supplies 
by the armed forces of the U. S.” 

Such net increase in tax revenues 
would be paid into the National De- 
fense Credit Accounts, and the Secretary 
of the Treasury would issue “only such 
additional U. S. currency notes as shall 
be required to meet the difference be- 
tween tax revenues collected according 
to this schedule and current appropria- 
tions for the military and naval estab- 
lishments enacted by the Congress.” 
It is also declared to be the intent of 
Congress to promptly repeal such war- 
time surtaxes upon the conclusion of 
a peace. 

Provision for a “Victory Bonus” is 
included: “Upon the conclusion of 
peace the Secretary of the Treasury is 
hereby authorized and directed to pay 
pro rata shares of the unexpended 
balance in the National Defense Credit 
Accounts in twelve monthly installments 


to all citizens of the age of twenty-one 
or over of the U. S.” 


Housing Act Protection 


Bill introduced by Representative 
O'Toole (New York) H. R. 8183. 

Provides for amendment to section 2 
of the National Housing Act to protect 
borrowers and mortgagors against 
faulty workmanship or defective mate- 
rials in the construction or alteration 
of homes. 

Insurance of any loan under the Na- 
tional Housing Act would be refused 
unless the contractor filed “with the 
administrator a bond, payable to the 
borrower, with good and _ sufficient 
surety, for such amounts, and contain- 
ing such terms and conditions, as the 
Administrator shall deem adequate to 
secure the borrower against faulty 
workmanship or the use of defective 
materials in the performance of the 
contract. Such bond shall be enforce- 
able by the borrower.” Similar pro- 


vision is made for the insurance of any 
mortgage. 


Small Mining Loans 


Bill introduced by Representative 
Scrugham (Nevada) H. R. 8179. 


Provides for small loans by the RFC 
to facilitate the development and pro- 
duction of metals and minerals. 

The RFC would be empowered to 
make class C mining loans not to exceed 
$5000 to any one borrower for the 
development of raw prospects of prob- 
able merit, unwatering of old workings, 
repairs, improvements, equipment, etc. 
Interest would be upon all unpaid 
balances at rate of 4 per cent per 
annum, payable semi-annually, and se- 
curity would be a first lien upon all 
ore or metal in the property, payable 
in royalties of 15 per cent of the net 
smelter, mill, or mint returns there- 
from; except in cases where the loan 
was made for equipment, when title 
to the equipment would remain in the 
RFC until the loan was repaid. 

Class C mining loans would be made 
only from moneys available in the 
Mines Finance Fund of the RFC, and 
silver certificates issued pursuant to 
the provisions of this act, and all 
moneys received by the RFC from class 
C mining loans, would be deposited in 
the Mines Finance Fund. 

The bill further provides that the 
RFC submit itemized estimates of the 
amounts required to carry out purposes 
of this act to the Secretary of the 
Treasury. Upon receipt thereof, “the 
Secretary shall ‘issue the required 
amount of silver certificates against 
the 45 per cent of silver mined subse- 
quent to July 1, 1939, from natural 
deposits in the U. S. or any place sub- 
ject to the jurisdiction thereof, deducted 
as seigniorage by the several U. S. 
coinage mints and retained by the 
Treasury as provided in section 4 of 
the act entitled ‘An Act to extend the 
time within which the powers relating 
to the stabilization fund and alteration 
of the weight of the dollar may be 
exercised,’ approved July 6, 1939. The 
sum of all such certificates shall at no 
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time exceed the total value of the said 
45 per cent less the cost of coining the 
remaining 55 per cent into standard 
silver dollars.” 


Federal Reserve Ownership 


Bill introduced by Representative 
Voorhis (California) H. R. 8209. 

Authorizes the Secretary of the Treas- 
ury to purchase the capital stock of the 
twelve Federal Reserve banks and 
branches and agencies thereof, and to 
pay to the owners the par value of such 
stock at the date of purchase, thereby 
vesting in the Government the “abso- 
lute, complete, and unconditional 


ownership of the twelve Federal Reserve 
banks.” 


Land Bank Loan Rates 


Bill introduced by Representative 
Knutson (Minnesota) H. R. 8330. 

Provides for a permanent 214 per 
cent maximum interest rate on Federal 
Land Bank loans, and a 31% per cent 
maximum interest rate on Land Bank 
Commission loans. 


Mining Loans 


Bill introduced by Representative 
Dimond (Alaska) H. R. 8230. 
Provides for an amendment to section 
14 of the act entitled “An Act relating 
to direct loans for industrial purposes 
by Federal Reserve banks, and for other 
purposes,” approved June 19, 1934, 
authorizing the RFC to make loans to 
established corporations, individuals 
and partnerships engaged in “mining, 
milling, or smelting ores. . . . de- 
velopment of a quartz ledge, or vein, 
or other ore body, or placer deposit, 
containing gold, platinum, silver, tin, 
tungsten, chromite, nickel, molybdenum, 
antimony, vanadium, manganese, mer- 
cury, or asbestos, or any combination 
of said minerals, when, in the opinion 
of the Reconstruction Finance Corpora- 
tion, there is sufficient reason to believe 
that, through the use of such loan 
there will be developed a suf- 
ficient quantity of ore. or placer de- 


posits of a sufficient value to pay a 
profit upon mining operations.” Not 
to exceed $20,000 would be loaned to 
any one borrower, and the total sum 
allocated for such development loans 
would not be in excess of $10,000,000. 
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CENTRALIZED CONTROL 
HAZARDOUS 


THERE has been a good deal of em- 
phasis on the faults of our Ameri- 
can banking system; there has been 
a good deal of talk about centralizing 
the control and the supervision of bank- 
ing. I, for one, am opposed to anything 
which will centralize in private, public, 
or political hands the control of bank- 
ing. Any man or group of men who 
can control the banking of America will 
control the destiny of America. For 
that reason and because of the peculiar 
nature and growth of America, I am 
opposed to any concentration, any 
change from the dual bank system of 
unit banks; and I believe any concen- 
tration would be hazardous to the con- 
tinuation of America as a democracy. 
We who have lived and grown in 
America have enjoyed a marvelous 
heritage. It is up to us who have had 
that blessing to give thanks to God and 
pray for everlasting courage, knowl- 
edge, and ability to maintain the system 
of free enterprise and the system of 
American banking which has done so 
much and has so admirably played its 
part in making America the greatest na- 
tion in the world—aA. S. Puelicher, 
President, Marshall & Ilsley Bank, Mil- 
waukee, Wis. 


—_— 


THERE is the matter of community in- 
terest as shown by the banker. Take 
a part in civic affairs, advance com- 
munity interests. The community has a 
right to expect you to give of your time 
in community enterprises, just as you 
feel that the community should patron- 
ize your institution—Frank T. Egan. 
Managing Director, Centralia Chamber 
of Commerce, Centralia, Ill. 


THE BANKERS MAGAZINE for March, 1946 





ON THE WEST COAST 


By JoHN 


INCE the first of the year it has be- 

come increasingly obvious to ob- 

servers of banking on the Coast 
that the quarrel between the Roosevelt 
Administration’s financial advisers and 
the Bank of America, N. T. & S. A., is 
largely political in its connotations. 
Many bankers on the Coast accept as 
fact the opinion that Secretary Morgen- 
thau, the Comptroller of the Currency 
and the Securities and Exchange Com- 
mission are following the exact line of 
attack developed in the attempted 
“purge” of independent Senators in the 
elections of 1938. What reason lies be- 
hind this attempt of the Administration 
to bring the Bank of America into a 
position of complete subservience is 
anybody’s guess, but the action of the 
Administration in placing men with the 
“right” affiliations in key positions in 
some Western banks which succumbed 
to the lure of Federal “help” leads to 
the opinion that some deserving Demo- 
crat wanted to become a _ Western 
banker. 

Writing of the Bank of America situa- 
tion in a magazine where copy must, of 
necessity, be prepared far in advance 
of publication is exceedingly difficult, 
because the New Dealers, in this in- 
stance have consistently followed the 
line of surprise announcements and, 
even as this is written, new “charges” 
may be in preparation for the head- 
lines. However, although such charges 
may seem startling on their face, it is 
not likely that they will stand up, any 
more. than all the previous charges 
leveled at the bank have been able to 
stand up. The fact is plain that had 
the Roosevelt Administration in general 
and Secretary of the Treasury Morgen- 
thau in particular had any basis for 
their respective accusations, they would 
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have come down hard after the state- 
ment of the younger Giannini to the 
bank’s stockholders in January. Mr. 
Giannini’s charges were either libelous 
or they were the truth. That they were 
the latter rather than the former is in- 
dicated by the fact that Secretary of 
the Treasury Morgenthau dodged them 
with the bromide that regardless of 
abuse heaped upon his sorrowing head 
he would defend the public’s interest 
against bankers regardless of their 
power for wickedness. Of course, in 
this connection it might be pointed out 
that the Secretary’s authority over na- 
tional banks is exceedingly vague. 
Supervision over national banks rests 
in the hands of the Comptroller of the 
Currency, the Federal Reserve Board 
and the Federal Deposit Insurance Cor- 
poration. If the Bank of America’s 
business is not being conducted accord- 
ing to law it is the duty of one or all 
of these agencies to make it law abid- 
ing. Clearly then, since the various 
“cases” involving the Bank of America 
have been on the fire for nearly two 
years, these agencies of the Administra- 
tion have either been derelict in their 
duty in the past or else they have lacked 
any firm ground on which to proceed. 
It is either one thing or the other and 
the Coast is convinced it is the “other.” 
Opinion in San Francisco is to the effect 
that before the subject is closed the Ad- 
ministration will have completely lost 
face. In Los Angeles opinion is more 
guarded, but even there it is only sug- 
gested that the Administration “might” 
win out in the end. But in both cities 
and nearly everywhere else bankers are 
hearty in their distaste for the way the 
proceedings against the bank have been 
conducted and for the good of banking 
they are sincerely hopeful that Secre- 
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tary Morgenthau will either put up or 
shut up in the near future. 

Incidentally, in further reference to 
this entire subject and the suggestion 
of the Bank of America management 
that it might find it advisable to give 
up its national charter in favor of one 
from the State of California, it happens 
that this would not require that the 
state grant a new charter. The Bank 
of America, N. T. & S. A., still holds, 
directly or indirectly, its old Bank of 
America of California charter. Hence 
a switch from one to the other would 
be only a matter of routine. A fact 
that has generally escaped public notice 
on the Coast as everywhere else, it 
seems. 


Sonoma County Merger 


Speaking of charters, it has long been 
the practice in California for bank 
managements to operate under dual 
charter arrangements. Thus a single 
management will operate a savings in- 
stitution under a state charter and a 
commercial banking enterprise under a 
national charter. Examples of this 
throughout Northern California are 
numerous. But this system, for varied 
reasons, may soon be abandoned. Thus, 
by the time this is printed—March 1— 
The Analy Savings Bank, The Sebasto- 
pol National Bank and The Bank of 
Guerneville will be consolidated under 
the name of the Bank of Sonoma 
County. It is a change in name only 
as both stockholders and officers remain 
as before, but that it is in the interests 
both of good banking and simplifica- 
tion is obvious. Also, it happens to 
be a blow at the national system. Com- 
bining deposits and capital of the com- 
ponent institutions indicates that the 
Bank of Sonoma County will have capi- 
tal funds of over $400,000 and deposits 
of more than $2.150,000. Its loan ratio 
will be above 70 per cent of its de- 
posits. 


L. A. Spend-Lend Fever 


Los Angeles, a city where extremes 
are normal, seems to have caught the 


spend-lend fever with a vengeance. 
The banks aren’t particularly involved, 
but the “personal finance companies” 
have turned to the mass merchandising 
of loans in a big way. Their primary 
attack is based on the radio and at hours 
when women rather than men listen to 
what comes over the air waves. The air 
commercials in behalf of borrowing 
one’s way out of trouble are nearly 
always vicious and often not a little 
misleading, if one is financially sophis- 
ticated, but to the innocent they are 
alluring. It doesn’t take a clairvoyant 
to know that the wind is being sown 
by this sort of thing. That it will be 
followed by a whirlwind is as sure as 
rain. 


C. D. Service Charge 


W. W. Evans, the sage of Pine Val. 
ley and vice-president and cashier oi 
the First National Bank of Halfway, 
Oregon, has sent this department a let- 
ter which he has made standard to those 
asking him to accept time deposits on 
a certificate of deposit basis. “We ac- 
knowledge with thanks and apprecia- 
tion,” Mr. Evans’ letter reads, and then: 
“Tt will be a pleasure to us to safe- 
guard this deposit for you for one-tenth 
of 1 per cent per annum. We will de- 
duct $5.00 from the amount you send 
to us for safe keeping when we issue our 
certificate, assuming a deposit of $5,000. 
or you may remit this additional 
amount along with your deposit. De- 
posits accepted for safekeeping do not 
bear interest.” Mr. Evans says that, if 
his would-be depositors accept his offer, 
he will have “discovered a racket that 
beats holding up banks.” 


Political Outlook 


Politically the “swing to the right” 
which first became apparent in the elec- 
tions of 1938 seems to be continuing 
throughout the West. The more mili- 
tant labor unions are less obstreperous 
than they have been at any time since 
the San Francisco general strike in 
1934 and although strikes are still be- 
ing called and conducted there is little 
real drive behind them. At the same 
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time the “professional liberals” whether 
in or out of public office are clearly on 
the defensive as the public, in general, 
becomes ‘increasingly suspicious of good 
works and increasingly conscious of 
high taxes. ‘This changing popular at- 
titude is certain to mean smaller relief 
appropriations in the future than have 
been the rule in the immediate past. It 
also probably means that Democrats 
who face election contests next Fall will 
have hard going unless the Republicans 
are so inept as to offer candidates ob- 
viously not entitled to public confidence. 
So far as the presidential election is 
concerned, the glass is still clouded. The 
Northwest and the Inter-Mountain coun- 
try is likely to wind up in the Republi- 
can fold come next November. In Cali- 
fornia, regardless of candidates, the 
presidential race will be exceedingly 
close. The Democrats carried the state, 
by grace of $30-Every-Thursday, by 
about 250,000 votes in 1938. Should 
the same election be held today, they 
would lose every important contest, but 
next fall, should Roosevelt be a candi- 
date, he might be able to carry the state 
by a narrow margin. However, he 
would not be able to save the rest of 
his party’s slate in any district not pre- 
dominantly Democratic. In general, 
therefore, it looks today as if the West 
would send Republicans to the Con- 
gress next fall regardless of how it 
votes on candidates for the presidency. 


Now ready— 
New Fifth 1939 Edition of the 


Banking Law Journal Digest 
Digest of 12,000 Banking Decisions 
Price $6.50 


CAPITAL INVESTMENTS 


THE importance of encouraging invest- 
ment of private capital to meet national 
requirements continues to be empha- 


sized. 


The greatest single force in bringing 
recovery from earlier depressions was 
the flow of capital into old and new 
enterprises. Thus there were created 
new work opportunities, new income 
and wealth, and higher living stand- 
ards. 


Undersecretary of the Treasury John 
W. Hanes makes a strong plea for pro- 
moting investment, particularly as a 
means of providing employment. He 
points out that investments in plants of 
industrial companies decreased from 
about $41,000,000,000 in 1929 to $32,- 
000,000,000 in 1937. Whereas under 
more normal circumstances plant ac- 
count should have grown at least $1,- 
000,000,000 a year during that time, 
or to a total of about $48,000,000,000. 

Since about $7,000 of capital assets 
(land, buildings, equipment and tools) 
are required to put one man to work, 
it would take new investment in capi- 
tal goods at a minimum rate of $4,200,- 
000,000 annually to put to work the 
600,000 young men and women who 
each year are new candidates for jobs.— 
Washington Review, Chamber of Com- 
merce of the U. S. 


BANKING LAW JOURNAL, 465 Main St., Cambridge, Mass. 
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BANKING LAW JOURNAL DIGEST 
Fifth (1939) Edition 


Annual Cumulative Pocket Supplements 
Continually Down to Date 


The New Fifth Edition of the Banking Law Journal 
Digest (first to be published since 1932) is now ready 
for delivery. 


The Fifth Edition of the Digest, a volume which 
has been familiar to bankers and banking attorneys for 
many years, contains digests of the decisions which 
have appeared in the monthly issues of the Banking 
Law Journal since the establishment of the Journal in 
1889 down to the beginning of the present year. 


These digests are grouped under 150 main headings 
arranged in alphabetical order——Acceptances, Accommo- 
dation Paper, Agents, Altered Paper, Assignments, 
Attachments, Banking, Bills, Bonds, etc. In all, 
there are some 10,000 digests of decisions involving 
questions of law of banking and negotiable instru- 
ments. 


More than two thousand important banking decisions 
have been made by the courts since the Fourth Edition 
appeared in 1932. These, of course, are included in 
the New Fifth Edition. 


A new feature of the Fifth Edition will be the 
publication of annual cumulative pocket Supplements 
which will keep the Digest continually down to date. 
Each annual Supplement, as received, may be inserted 
in a pocket fixed in the inside back cover of the 
Digest, thereby becoming a part of the book. 


The new Digest contains 824 pages, including a 
Table of Casese The price remains at $6.50 per copy. 


The charge for the Supplements will be $2.00 per 
annum. 


THE BANKING LAW JOURNAL, 465 MAIN ST., CAMBRIDGE, MASS. 
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LOOKING BACK 


Selections from the Banking, Financial 
and Economic Thought of the Past 
Which Apply to Today’s Problems. 


Edited by Ke1tH F. WARREN 


90 YEARS AGO 


The Bankers Magazine . 


Blaming the Banks 


What would this country have been 
at this period without the aid of banks 
—the combined capital of the few, con- 
centrated for the benefit of the many? 
This is a curious question for political 
economists to solve. The governor of 
Michigan says in his late message, “the 
losses sustained by the failure of banks, 
immeasurably exceed any supposed 
benefit that may have accrued from 
their institution, (!!) and yet, so in- 
fatuated are many, that they seek re- 
dress, not, as would seem natural, in 
the supression of banks, but in their 
further increase.” “California gold, 
now so plentiful, and still increasing, 
coined into eagles and half-eagles, is 
likely to afford a sufficient and satis- 
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factory circulating medium, and every 
attempt to furnish a safer or better will 
signally fail of success.” The absurd- 
ity of this tirade against banking will 
appear from the single fact, that the 
whole bank circulation of the Union is 
less than $150,000,000, while the ordi- 
nary annual products of the country are 
estimated (by the Patent office) at 2,000 
millions of dollars; and the aggregate 
property of the country is, by the same 
authority, stated at eight thousand 
millions of dollars, (p. 129, vol. iii.) 
How little of all this property is repre- 
sented by the bank issues of all the 
states! We may fairly conclude that 
the note circulation does not amount 
to two per cent of the minimum value 
of the real and personal property of 
the states. 


590 YEARS AGO 


The Bankers Magazine . 


A Personal Bank 


B. P. Hutchinson has retired from 
the directory of the Corn Exchange 
Bank of Chicago. He is succeeded by 
C. H. Schwab, of Selz, Schwab & Co. 
Mr. Hutchinson founded the Corn Ex- 
change Bank, and has been identified 
with it for twenty-five years. The bank 
has made Mr. Hutchinson a great deal 
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of money; but, on the other hand, he 
has carried it through every financial 
disturbance and carried with it many 
of its patrons. It has always been a 
personal bank, and for that reason it 
has been run on a good deal wider 
gauge than the national concerns or 
than any of the State banks. As 
Hutchinson and “Sid” Kent owned 
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practically all the stock, if they chose 
to aid a depositor they aided him, and 
there was no red tape about it. An 
instance of this, says the Chicago 
Herald, was the support they gave to 
Irwin, Green & Co. during the Harper 
panic. It was understood that the firm 
should be given $100,000 credit. The 
exigencies of the occasion were such, 
however, that they required $600,000, 
and Hutchinson gave it to them. That, 
too, was at a moment when Irwin’s own 
bank was in such a panic that it had 
practically shut him off. Another in- 
stance of Hutchinson’s liberality as a 
banker was furnished during the rail- 


road riots of 1877. Poole, Kent & Co. 
had $1,000,000 borrowed at the Corn 
Exchange Bank on lard stored in ware- 
houses, which the rioters threatened to 
burn. Poole was down East, and for 
a week was cut off by the railroad 
blockade. He was in a tremor lest 
the bank should “call” that loan. When 
he got back here he found Hutchinson 
as cool as on any ordinary occasion. 
The old gentleman calmly remarked 
that a riot was something not down on 
the bills, but that there was no use of 
worrying over it; the risk would have 
to be taken, and might as well be taken 
complacently. 


25 YEARS AGO 


The Bankers Magazine . . 


National Banks and Trust 
Company Powers 


From Michigan there comes a protest 
against conferring trust company pow- 
ers on national banks as authorized 
in the Federal Reserve Act, when not 
in contravention of local laws. This 
protest is made by Michigan trust com- 
panies, which justly complain that as 
they are not endowed with banking 
powers it would give the national banks 
an undue advantage if they were per- 
mitted to exercise the functions of a 
trust company. 

Some of the states have already pro- 
hibited the exercise of the duties of 
registrar, trustee, executor and admin- 
isrator by any other corporation except 
trust companies duly organized under 
state law. Where this prohibition ex- 
ists, manifestly the Federal Reserve 
Board can not endow the national banks 
with trust company powers. 

There does not seem as yet to have 
been much demand from the national 
banks for an extension of trust company 
powers to them under the terms of the 
Federal Reserve Act. Should the na- 
tional banks quite generally avail them- 
selves of this privilege and that of add- 
ing savings departments it would give 
them in many cases such an advantage 
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over the State banks as to force the 
latter into the national system. If, 
however, the national banks remain in- 
different to what seem valuable priv- 
ileges, it may tend greatly to circum- 
scribe the usefulness of the Federal 
Reserve System. 


Prohibiting Overdrafts 


A letter was recently issued by the 
Comptroller of the Currency requesting 
directors of national banks to adopt 
a resolution directing that officers or 
employees of such banks should not 
pay or charge to the account of de- 
positors any check when there are not 
sufficient funds on hand to meet the 
same. 

While the discountenancing of over- 
drafts may be well enough, it seems 
that it would be going altogether too 
far for a bank to refuse payment of a 
check merely because the depositor had 
overdrawn his account to a trifling ex- 
tent. Such overdrafts not infrequently 
result from mere errors in addition and 
subtraction, and there are cases where 
a depositor may overdraw his account 
quite innocently through having had 
credited to him checks which he has 
deposited but which are, for no fault 
of his own, later returned. 
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INVESTMENT and FINANCE 


Edited by OSCAR LASDON 


NEW FINANCING 


EW financing, which has been in 
N the doldrums of late, has taken 

on a new lease of life. In fact, 
last month appears to have been the 
most active February since the depres- 
sion of ten years ago. At the date of 
this writing, it is estimated that ihe 
February financing total amounts to ap- 
proximately $380,000,000. This figure 
is more than twice the total for Febru- 
ary, 1939, and even exceeds the $338,- 
000,000 of securities issued in February, 
1937. 

Among the largest issues slated for 
distribution was. the $105,000,000 Beth- 
lehem Steel Corporation flotation, con- 
sisting * of debentures and mortgage 
bonds. Next in importance was a total 
of $33,000,000 Port of New York Au- 
thority obligations. Kentucky Utilities 
Company and Skelly Oil bonds are 
other issues which came out of the regis- 
tration hopper. 

Every indication presages a revival 
of financing in the capital market. 
Present market conditions seem excep- 
tionally favorable and prospects for a 
period of activity appear impaired only 
by the injection of some unknown fac- 
tor that may arise out of the disturb- 
ances caused by the European war. 


— 


TRUST FUND INVESTMENTS 


Last month at a Trust Conference of 
the American Bankers Association, the 
associate treasurer of Yale University, 
Laurence G. Tighe, presented his con- 
ception of an investment plan for en- 
dowed universities and other institutions 
supported by income from property 
held in trust. 
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“After considerable research and 
study,” commented. Mr. Tighe, “the 
finance committee of the Yale Corpora- 
tion adopted a plan for handling the 
equities in the university’s portfolio 
providing that fixed income securities 
should constitute 70 per cent of the 
portfolio and equities 30 per cent. Pre- 
ferred stocks and bonds in good stand- 
ing were classified as fixed income- 
bearing securities while defaulted 
bonds, preferred stocks paying no divi- 
dends and common stocks were classi- 
fied as equities... . 

“It was then determined that if, 
through market appreciation, the per- 
centage of the equities rose to 40, thus 
making the percentage of income secu- 
rities 60, enough equities would be sold 
and the proceeds invested in income 
securities so that the resulting ratios 
would be 35 per cent for equities and 
65 per cent for income securities. When 
the time to sell arrives, the same pro- 
portionate amount of each issue of stock 
in the portfolio is disposed of.” 

Continuing his discussion, Mr. Tighe 
remarked that “this necessitates having 
approximately equal amounts in readily 
marketable issues, but it is important 
as it avoids the inevitable arguments 
among committee members as to the 
relative merits of the various issues even 
though the decision to sell has been 
reached. If the market continues to ad- 
vance and the 40-60 ratio is again 
reached, the process is repeated. 

“If the market declines so that the 
ratio of equities is 15 per cent and of 
income securities 85 per cent, then 
enough of the latter are sold and 
equities bought so that the resulting 
ratio is 20 per cent of equities and 80 
per cent for income securities. If the 
market continues to decline, this opera- 


229 





tion is again repeated. Between these 
extremes, any issue can be sold pro- 
vided the proceeds are invested in the 
same class of security. Depending upon 
conditions, volatile stocks can be sold 
and the less spectacular and steadier 
issues purchased or this process can be 
reversed.” 

The effectiveness of this formula was 
then traced. The figure of $1,000,000 
was used as a theoretical basis from 
1926 to 1938; the low point of the fund 
was witnessed in 1932, with a valuation 
of $931,000, while in 1938 its value had 
risen to $1,246,000. Mr. Tighe noted 
that during the period reviewed, stock 
market averages had risen from 100 to 
244 and then had declined to 38, after 
which the 100 figure was reattained. 
However, at the end of the period, 
through the use of the formula men- 
tioned, the fund had increased some 25 
per cent; holdings of bonds had been 
built up from $700,000 to $844,000, 
and the holdings of equities were still 
large enough so that full advantage of 
a continued market rise would still be 
experienced. Effect on the income from 
the fund, it was observed, was even 
more satisfactory. 

The effects of the application of the 
Yale formula were recapitulated when 
Mr. Tighe declared that “. . . it is very 
simple and easy to operate. It assures 
a proper relationship between the vari- 
ous classes of securities. It provides 
for the continual building up of the 
amount of fixed income bearing secu- 
rities in the. portfolio without lessening 
the possibilities of appreciation because 
of the elimination of equity holdings. 
It eliminates the hysteria of optimism 
or pessimism in determining when to 
buy or sell, and over a period it should 
materially increase the income.” 


—_— 


MORGAN REVAMPING 


The decision of J. P. Morgan & Com- 
pany to abandon the private banking 
field and incorporate under state bank- 
ing law was unheralded and came as a 
complete surprise to the financial com- 
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munity. Attention was called to the 
fact, however, that the firm’s London 
associate, Morgan, Grenfell & Company, 
had incorporated some six years ago. 

Among the reasons advanced for the 
proposed change in structure are: 

1. Existing tax laws. During the past 
two to three decades, estate and inherit- 
ance taxes have risen enormously. Thus, 
the requirements of taxation upon the 
death of an important principal of a 
private banking firm might materially 
impair the capital of the institution; a 
large part of the bank assets might have 
lo be withdrawn to meet Federal and 
state claims. High income tax rates 
make it difficult for the remaining 
partners to accumulate funds to replace 
capital withdrawn. 

2. Desire to perpetuate the business 
of the bank. As shares are made avail- 
able for purchase, maintenance of the 
requisite capital will prove much easier. 

3. Broadening of the bank’s useful- 
ness. It is. possible that, the incorpo- 
rated bank may engage extensively in 
corporate trust activities which are not 
within the scope of private banking 
powers. 

The capital of the new institution is 
expected to consist of $20,000,000 capi- 
tal and a like surplus. This approxi- 
mates the capital investment of the 
present bank. 


_— 


SAVINGS BANK DEVELOPMENTS 


In 1931, under the statutory provi- 
sions then governing bonds eligible for 
savings bank investment, the legal list 
contained $7,600,000,000 of rail bonds 
which were qualified for purchase. 
There are now but $2,584,000,000 of 
steam carrier issues on the legal list 
and, unless there is remedying legis- 
lation, about $1,600,000,000 of this 
amount will have to be withdrawn. 

Prior to 1932, the provisions of the 
law relating to savings bank invest- 
ment required an interest coverage of 
one and one-half times. But from that 
date until 1939, a moratorium nega- 
lived these provisions. Last year the 
legislature enacted a one year amend- 
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ment which provided that, if fixed 
charges had been covered in five of the 
six years preceding, including 1938, the 
bonds would still continue eligible for 
investment. A bill is presently being 
introduced, sponsored by the Savings 
Banks Association, and is of the same 
nature as last year’s measure, 

The Stephens’ amendment, which is 
expected to pass, will tend to prevent 
a further contraction in the amount of 
carrier obligations now regarded as 
legal investments. Many railroads 
showed considerable earnings improve- 
ment in 1939 and covered fixed charges 
with slight margin to spare but did not 
attain a 150 per cent fixed charge cov- 
erage ratio. 

Other legislation affecting "savings 
banks now being discussed includes 
measures designed to permit personal 
loans in amounts up to $500, the debit- 
ing of savings accounts for payment of 
savings bank life insurance, the ex- 
tension of savings bank branch banking 
privileges, and a plan for uniform sav- 
ings bank money orders. 

Under the latter proposal, both de- 
positors and non-depositors could pur- 
chase savings bank money orders, at a 
cost of ten cents. By this means, some 
banks hope to place their check issuing 
functions on a self-supporting basis. At 
present, no charge is made to deposi- 
tors for such service. 


CURRENCY EXPORTS 


While our own financial standards 
are being criticized here at home, citi- 
zens of other countries still regard the 
American dollar as the strongest mone- 
tary unit in the world today. This is 
indicated by large currency exports and 
the hoarding of American dollars 
abroad. 

It is estimated that over $120,000,000 
of American currency was sent abroad 
last year and it believed that the total 
held in foreign countries now amounts 
to a sum in excess of $200,000,000. The 
reasons for his demand are found in 
the fear of depreciation of European 
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of Boston * 


By 
JosEPH H. TaGGART 


ERE for the first time in book 
form is a complete treatise on 
the history, economic background, 
organization and operation of the 
Federal Reserve Bank of Boston. 
It is one of a series of investiga- 
tions into various phases of bank- 
ing ‘history undertaken by the 
faculty and graduates of Columbia 
University. 


The author, who is on the fac- 
ulty of the University of Kansas, 
is a native of Massachusetts. Be- 
sides a careful study of all of the 
available data, he has supplemented 
his research with personal inter- 
views with officials of the Federal 
Reserve Bank and Boston bankers. 


The book contains 75 tables and 
15 charts. The price is $5 deliv- 
ered. Examine a copy on 5 days’ 
approval. 


Price $5 delivered. 


BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass, 
Please send me on approval a copy of 
“The Federal Reserve Bank of Boston” 
by Joseph H. Taggart. At the end of 
5 days I will either remit $5 or return 
the book. 
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exchange units and the nationalization 
of foreign balances and security hold- 
ings. American bills of large denom- 
ination, $10,000 for example, are far 
more convenient than an ° equivalent 
value of gold and this is an added fac- 
tor of value because of greater ease of 
transportation. 


_ 


INSURANCE REGULATION 
While the TNEC is busily investigat- 


ing insurance company practices, state 
supervisory agencies are watching the 
proceedings closely. There prevails a 
certain suspicion, well founded or not, 
that Federal control is contemplated in 
some Washington quarters and that an 
attempt may be made to relegate state 
agencies to the background. 

As an indication of this feeling, take 
the recent statement of Lovis H. Pink, 
Superintendent of Insurance in New 
York State. In his eighty-first annual 
report to the legislature, Mr. Pink de- 
clared that supervisors of insurance in 
the forty-eight states of the Union were 
strongly opposed to Federal supervis- 
ion. He also noted that in spite of all 
the publicity given to “defects, real and 
supposed, in the institution of life in- 
surance through the present investiga- 
tion, there is apparently no_ public 
demand for Federal supervision.” 

Mr. Pink observed that while states 
have gladly accepted financial aid which 
the Federal Government was alone cap- 
able of giving, “it will be quite another 
thing to expect them to relinquish the 
supervision and control of the largest 
financial institution in the country, par- 
ticularly when there is no real reason 
for doing so and no promise that the 
Federal Government can do a more 
efficient job than the states.” 


—_ 


WAR FINANCE 


Some months ago the British Gov- 
ernment required all citizens to register 
their holdings of American stocks and 
bonds. Sale of these securities was 


permitted, however, upon receipt of 
permission from the Bank of England. 

In February the British Treasury 
took its first step toward nationalizing 
such holdings. It announced that it 
was taking over some sixty American 
securities at the sterling equivalent of 
Wall street market prices of February 
17. Where securities are received not 
later than February 23, payment is 
made on March 4; thereafter, payment 
is to be made within seven days of 
delivery. 

According to official statements, the 
purpose of this latest edict is to guar- 
antee orderly liquidation; it was also 
declared that sale of American stocks 
and bonds would proceed at the aver- 
age rate of the past few months. In 
other words, this action on the part of 
the British Treasury offers definite assur- 
ance that our domestic security markets 
will not be violently depressed as a 
result of haphazard foreign liquidation. 
Naturally, it is to the best interest of 
the British to realize the highest prices 
possible. 

This move will allow more adequate 
control of foreign exchange and will 
tend to preserve foreign credits for the 
purchase of necessary war materials in 
this country. 

Britain pays for most of its imports 
with exports and has considerable gold 
and dollar balances available. Accord- 
ingly, it is believed that. active sale of 
securities is not immediately in pros- 
pect. 

10) 


Your employe—or your junior officer 
—is more than just a name on a pay- 
roll ledger. He is a personality, im- 
pressing himself upon your customers 
and your prospective customers more 
frequently than you do yourself. Under 
the proper educational stimulus and 
guidance, he can become a valuable as- 
set for you in the holding of old cus- 
tomers and the winning of new ones.— 
Harry R. Smith, President, American 
Institute of Banking, and Assistant Vice- 
President, Bank of America, N. T. & 
S. A. 
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FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY 


HE tragic situation of Finland has 
Ts late engaged a large share of 

international concern. While that 
nation has thus far gallantly rallied to 
the defense of its territory, the belief 
prevails that, unless promptly and 
powerfully aided by outside help, it 
will not long be able to continue its 
resistance to an enemy more over- 
whelmingly powerful. 

In the conflict between England and 
France on one side and Germany on 
the other, activity is still confined to 
operations in the air and on the sea, 
‘with some indications that the theater 
f war may be shifted from the western 
front to some point in the Far East or 
to the Southeast of Europe. 

Two adventures in the direction of 
peace are under way, both on the initia- 
tive of the United States, Myron C. 
Taylor going to the Vatican and 
Sumner Welles, Assistant Secretary of 
State, on a general tour of Europe. It 
does not seem to be the opinion that 
these excursions will result in bringing 
about an early end to hostilities, but 
that their purpose is to make a pre- 
liminary survey of what can be done 
in the way of assuring a more durable 


peace after the present conflict shall 


have ended. 


_ 


GREAT BRITAIN 


UnpDER the necessities of war, this 
country is adjusting its economic me- 
chanism to meet the abnormal condi- 
tions which war imposes. There is a 
special need for increased exports to 
meet the requirements for food and raw 
materials, and it has also been found 
necessary to curtail imports from coun- 
tries heretofore constituting a large 
source of British supply, and to transfer 
buying to countries with which Great 
Britain now has special military or 
trade agreements. While this change 
is causing an upsetting of established 
trade relations, its justification as a 
military measure is generally recog- 


nized. 
Possibility of War Inflation 


“There are,” says The Economist, 
“as many definitions of inflation as 
there are writers on the subject. But 
in the context of a war economy it can 
best be defined as the spending by the 
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Government of money that has been 
created for the purpose.” Analyzing 
some of its recent articles on taxation, 
The Economist says: 


The conclusion ofthese articles was that 
even with heavy increases in direct and in- 
direct taxation, with optimistic assumptions 
of the effect that the attainment of “full 
employment” will have on the revenue, with 
full allowance for the yield of excess profits 
taxation and for the profits of Government 
trading, the revenue cannot be expected to 
rise above about £1,750 millions—unless 
there is a general inflation of money valves, 
which it should be the main object of all 
financial policy to avoid. Expenditure, on the 
other hand, is already running at over 
£2,500 millions a year and will probably be 
weli over £3,000 millions in the financial 
vear 1940-41. The peak may be as high as 
£4,000 millions. 

Clearly, then, there is an enormous gap 
between revenue and expenditure, probably 
amounting to about £2,000 millions in the 
coming year, unless there are further in- 
creases of taxation in April. When the 
war reaches its height, even drastic increases 
of taxation of the order of those discussed 
last week will still leave a gap of about the 
same dimensions. This gap can only be 
filled by borrowing or by inflation. It is 
obviously essential that the borrowing by 
the Government of the nation’s savings 
should be raised to the highest possible 
point, and every artifice of persuasion or 
enticement can legitimately be used for the 
purpose. But there is a grave danger that 
the desire to increase the volume of genuine 
borrowing to a maximum, in order to avoid 
the perils of inflation, may over-reach itself 
and defeat its own object. The boundary 
between genuine borrowing—that is, the 
borrowing of savings—and inflation can very 
easily be obscured, and there can be no 
doubt that much of what appeared to be 
genuine borrowing from private citizens in 
the last war was, in truth, rank inflation. 

Where is the limit of genuine borrowing 
to be set? The gross savings of the com- 
munity at the outbreak of the war cannot 
have been more than about £750 millions a 
year at the most. Moreover, this total in- 
cludes the amounts provided for the de- 
preciation of existing capital, and we can- 
not safely assume that no provision of this 
sort will be needed in time of war. On the 
other hand, the growth of the national in- 
come as employment expands will contribute 
something to the total of savings, and the 
campaign of propaganda for National Sav- 
ings must also be allowed to have a con- 
siderable effect. But even with the exercise 
of optimism, the amount that can be secured 
from genuine savings cannot be put higher 
than £750 millions a year, and even this 
figure is aliaost certainly too high. 
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But this somewhat gloomy picture is 
lightened by the effect of greater sav- 
ings and the extension of rationing. 
“If,” says The Economist, “all goods 
of a luxury or semi-luxury kind are 
unobtainable, and all other goods are 
in short supply, the public will find 
it impossible to spend its money, and 
savings will automatically increase.” 


Stability of the Banking System 


One source of British strength in the 
present emergency is found in the 
stability of the country’s banking sys- 
tem. In a crisis of great seriousness. 
not only do the banks retain a full 
measure of public confidence, but they 
are able to meet their ordinary require- 
ments as well as the special demands 
made upon them. Under the leader- 
ship of the Bank of England, the British 
banks are accustomed to work together 
in support of the measures deemed 
essential by the Treasury for conserv. 
ing the country’s financial resources. 


_ 


ECUADOR 
In December the United States partici- 


pated to the extent of 68.4 per cent o! 
total imports by Ecuador and 63.7 per 
cent of total exports. The visible trade 
of Ecuador during 1939 was 147,860.- 
226 sucres, or $10,176,203, imports and 
164,840,543 sucres, or $11,344,841, of 
exports. The small positive balance 
may be explained by the sudden stop- 
ping of imports from Germany after 
September a sharp reduction of Govern- 
ment imports as an economy measure, 
and increased gold shipments by the 
Central Bank. 

Foreign exchange remained firm in 
January, and import restrictidns were 
completely removed as of January 1, 
1940. No official figures on Govern- 
ment revenues and expenditures for the 
full year 1939 are available, but a 
Guayaquil press report gives total 
revenues for 1939 at about 114,000,000 
sucres. A budget deficit of approxi- 
mately 15,000,000 sucres for the year 
was estimated, but the cash deficit was 
considerably less. . _ 
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and more of experience and familiarity with local business conditions have placed our organization in ap 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 
description in a country which, like the Philippines, is developing rapidly and offers considerable oppor- 
tunities to the foreign importer, merchant and investor. 


We solicit the agency and collection business of foreign Banks. 


SWEDEN 


AccorDING to the January Quarterly 
Review of Skandinaviska Banken, the 
war has seriously interfered with the 
country’s economic situation. This is 
especially true with regard to ship- 
ping, while the attack on Finland has 
called for special defensive measures. 
There has of late been a marked in- 
crease in the circulation of money, but 
the Swedish currency remains in a 
strong condition, its international value 
being maintained by the fixed rate of 
exchange for the dollar, and by a more 
than 100 per cent cover for the notes in 
gold and foreign exchange. Internally, 
the value of the Krona is maintained 
by the national price policy as well 
as by voluntary price control on the 
part of industrial and commercial or- 
ganizations. 


—_— 


THE ARGENTINE 


UnpeR date of February 9, the First 
National Bank of Boston received the 
following information from its branch 
in Buenos Aires: 


The aggregate turnover for the year 1939 
of m$n 1,029,929,000 covering all securities 
traded on the Buenos Aires Stock Exchange 
exceeds the 1938 figure by over 15 per cent, 
and although below the 1937 total of 
m$n_ 1,380,857,000 is far above the yearly 
average of m$n 767,412,000 for the 1929/38 
decade. The turnover in December, 1939, 
dropped to m$n 82,549,000 from m§n 89,- 
798,000 in the previous month but was well 
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Inquiries and correspondence invited. 


in excess of m$n 49,856,000 in December, 
1938, which was the smallest in 34 years. 
Trading this month has been keen with the 
1936 National 43’s and the Repatriation 4’s 
registering the largest sales. The general 
price tendency has been very firm and many 
issues at present are at the highest levels 
for quite some time. In some cases there 
have been gains of 2 or 3 points since a 
month ago. Several National Government 
5’s touched their high on the 15th at 101.79 
net. The average price of 5 per cent 
“Cédulas” (National Mortgage Bank bonds) 
reached a record high of m$n 102.69 net. 


The Central Bank Statement of January 15, 
1940, shows: 
Gold and Exchange m$n 1,398,143,908 
Rediscounts nil 
Treasury Bonds 276,416,373 
Currency in Circulation (z)... 1,375,751,658 
Deposits 630,918,816 
Reserve against currency 120.12 per cent 
Reserve against combined currency and de- 
posits 77.82 per cent 
(z) Includes Government backed subsidiary 
coinage for m$n 211,783,658. 
The present exchange value of the free 
paper peso is approximately $0.232 U. S. 


_ 


JAPAN AND THE PHILIPPINES 


AFTER stating that Japan is second to 
the United States as both buyer and 
seller in the Philippine market, the 
Far Eastern Survey of January 31 says: 


Commercially, Japan in time of peace 
stands to profit by the gradual lessening of 
the American monopoly of Philippine trade. 
The probable effect on the Philippines is 
less cheerful. It is the large favorable 
balance with the United States that has put 
total Philippine trade in the black. Philip- 
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pine exports to Japan were valued at only 
$7,500,000 in 1938, against nearly $90,000,- 
000 to the United States. Imports from 
the two countries were valued at $12,700,- 
000 and $90,350,000 respectively. In the 
first 6 months of 1939 exports to Japan 
were valued at $3,611,800 and imports from 
that source amounted to $3,895,700. Ex- 
ports to the United States were valued at 
$53,293,300, imports at $32,386,400. This 
marks an improvement in conditions as com- 
pared with 1938, with exports to the United 


that source and with Japanese trade on a 
more even keel. In all, the United States 
took over three-fourths of the country’s 
exports in 1938, while Japan took only 64 
per cent. 


_— 


TURKEY 


PROVISIONAL results for the budgeting 
year 1938-39 compare as follows with 


the final accounts of 1937-38: 


1937-38 
Ltq. 
260,171,164 
43,225,730 
10,773,916 


States again far outranking imports from 


1938-39 
Ltq. 
257,392,772 
62,299,109 

7,092,010 


Difference 
Ltq. 
— 2,778,392 
+19,073,379 
— 3,681,906 


Ordinary receipts 
Extraordinary receipts 
Sundry receipts 


326,783,891 


314,170,810 12,613,081 


The ordinary receipts fell by about Ltq. 3,000,000 but it must be recalled that reduc- 
tions have been made in certain forms of taxation to the extent of about Ltq. 10,000,000. 
A comparison on this basis therefore actually shows an increase of about Ltq. 7,000,000 on 
the 1937-38 receipts. 


Bankers Can Be Heard Again 


By Ropert M. Hanes 


President, American Bankers Association, and Presi- 
dent, Wachovia Bank and Trust Company, Winston- 
Salem, North Carolina 


HERE are now signs of returning economic 
sanity in this country; there is a turning of the 
tide from economic illusion. Surely, there is 

a tremendous challenge to bankers in this situation. 
Now I believe bankers can be heard again. Now 
there is a chance for bankers to take a position of 
leadership in restoring sound economic thinking, 
It would 
be most unfortunate if we failed in this responsi- 
bility. Each of us in our respective communities 
and in our respective spheres of influence should 
become articulate champions of the cause of sound 
economics. 


in restoring national economic solvency. 


We need not become mere carping 
critics, but positive leaders in suggesting and pro- 
moting those sound economic habits and procedures 
which must prevail if this nation is to enjoy that 
full measure of progress and prosperity which is its 
rightful heritage. 
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SERVING CITY AND COUNTRY ALIKE 


BANK OF MONTREAL 


Established 1817 
OVER 500 BRANCHES IN CANADA 
Head Office: Montreal 


New York Agency: 64 Wall St. 
San 


Chicago Office: 27 South La Salle St. 


Francisco Office: 333 California St. 


Current Cowdietous in Canada 


HE Bank of Montreal Business 
Summary for February 23 reports: 
“Business during the midwinter 
period has been characterized by a dis- 
tinct movement toward higher levels, 
due in part to the marked enlargement 
of rural purchasing power as compared 
with the similar period of last year and 
in part to the industrial activity gen- 
erated by war contracts. 

“The value of the 1939 field crops has 
now been placed officially at $634,- 
130,000, an increase of $84,000,000 over 
the value for the previous year. The 
15 per cent increase brings the gross 
value of the 1939 crop to farmers up 
to the highest level since 1930. The 
wheat crop is included at $252,779,000, 
a gain of $41,514,000. The estimate of 
the wheat crop yield has been increased 
by 10,658,000 bushels as compared with 
the November estimate, the result being 
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that the 1938 crop of 360,010,000 
bushels is exceeded by 129,613,000 
bushels. Thus, the crop takes rank as 
the second largest on record. Other fac- 
tors in rural betterment are that the out- 
look for dairymen is brighter than it 
has been for some time past, and. that 
the bacon agreement with Great Britain 
is having a stimulating effect on the 
hog industry. 

“Coincident with the influence on 
general business of stronger rural pur- 
chasing power has been the steadily in- 
creasing distribution of war contracts 
throughout the country. Not only has 
the Canadian War Supply Board been 
placing a fresh batch every week, but 
the British Government has _ recently 
concluded a contract for about $25,000,- 
000 worth of new aircraft with a group 
of Canadian aircraft companies. Many 
of these contracts, apart from providing 
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work for the companies producing the 
finished article, create a demand for a 
variety of raw materials like steel, lum- 
ber and aluminum, and also: for ma- 
chinery and tools of different kinds. 
Accordingly numerous subsidiary in- 
dustries derive benefit. The resulting 
augmentation of payrolls means more 
buying power for the workers, and evi- 
dence of its existence is found in the 
fact that in January the sales of depart- 
ment stores were up by 14 per cent, as 
compared with January, 1939... . 

“The total amount of dividends paid 
by Canadian companies in January was 
$22,938,000 as compared with $20,- 
670,000 in January, 1939. 

“The returns of export trade continue 
to be very satisfactory and, although the 
value of Canada’s domestic exports 
(excluding gold) in January, $90,- 
100,000, was about 11 million dollars 
below the figure for December, $101,- 
021,000, it was about 20 million dollars 
above the figure for January, 1939, 
$70,082,000. In January there was a 


notable increase in the value of exports 
to the United Kingdom, which rose to 
$39,500,000 as compared with $25.,- 
500,000 in January, 1939, a gain of 54.8 


per cent; exports to the United States, 
with a value of $28,809,000 as compared 
with $25,331,000, showed a gain of 
13.7 per cent.” 


—_ 


REPORTING on business conditions, 
the Monthly Commercial Letter of The 
Canadian Bank of Commerce for Feb- 
ruary, 1940, states: 

“The moderate decline in industrial 
operations reflects the underlying gen- 
eral economic conditions outlined in 
last month’s Letter. Thus, seasonal and 
other recessionary influences of a tem- 
porary character were partly offset by 
increased government orders, extension 
of private industrial plant and a rise 
in farm income. It may be a month 
or more before these expansive factors 
come into full play, while some further 
readjustments arising from the early 
effects of war conditions may be neces- 
sary. A further downturn in industrial 
activity is, therefore, not improbable, 
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but new stimuli are clearly in sight and, 
as may be seen in the review of develop- 
ments in 1939 included in this issue of 
the Letter, there were no serious de- 
rangements in the national economy 
which now require correction. 

“Our index of industrial activity for 
mid-January recorded not more than 
the normal seasonal decline from that 
of mid-December. The percentage of 
factory capacity utilized fell from 88 to 
84 per cent but it was still considerably 
above the figure for January, 1939, 
namely 69 per cent. In terms of gen- 
eral 1937 activity, our composite index 
registered 106, as compared with 112 in 
December and 84 in January, 1939, 
showing a rise of 26 per cent over the 
year before. In terms of the index for 
the previous month, the percentage de- 
cline was slightly less this January than 
a year ago. 

“The greatest decline was in the food 
group, especially in flour milling and 
meat packing, but these industries are 
normally less active after the turn of 
the year and the index for the group 
as a whole was still about 13 per cent 
higher than a year ago. Production of 
footwear and most textiles also declined 
seasonally, although the output of cot- 
tons was slightly greater. The clothing 
group in general was about 31 per 
cent higher than a year ago. 

“Heavy iron and steel registered the 
major rise of the month, activity in 
primary iron and steel and railway roll- 
ing stock being the main contributory 
factors.” 


ss 


In his recent annual address to share- 
holders, Morris W. Wilson, president 
and managing director of The Royal 
Bank of Canada, Montreal, pointed out 
the more highly industrialized economic 
structure of Canada today, as compared 
with 1914, and the prospect of greatly 
increased business activity in the Do- 
minion if the present war is prolonged. 
In part, he said: 

“While Canada’s manufacturing in- 
dustry played a noteworthy role in the 
production of munitions during the last 
war, should the need arise, we shall be 


THE BANKERS MAGAZINE for March, 1940 





able to outstrip greatly anything’ we 
were able to do at that time. 

“The iron and steel industry, which 
under wartime stimulus reached a peak 
of a million tons of pig iron annually 
in 1918, has doubled its potential out- 
put. Aircraft manufacturing has 
assumed important proportions, and the 
groundwork has been laid for rapid 
expansion. 

“War power today depends largely 
on minerals, particularly metals. The 
expansion of the Canadian output of 
such products since 1914 has been spec- 
tacular. In 1914 Canada produced 
773,000 fine ounces of gold. In 1939 
production was nearly seven times as 
much as in 1914. Nickel increased 
from a production of 4514 million 
pounds in 1914 to 227 million pounds 
in 1939. Copper production has in- 
creased eight-fold during the past 
twenty-five years. Lead output is eleven 


times as great. Zinc production has 
gone up from 22 million to 381 mil- 
lion pounds. The output of aluminum 
is eleven times as great, and when plant 
extensions now under way are com- 
pleted, production -will be increased to 
nearly fourteen times what it was in 
1914. 

“Today Canada is a very different 
nation from the young unseasoned 
country that went into the last war. 

“It seems to me quite clear that we 
have facing us the prospect of maximum 
employment. Unless our enemies col- 
lapse through deterioration of morale 
before their economic and military re- 
sources are exhausted, the decision in 
the present conflict will depend largely 
upon economic staying power. ... We 
are in an absolutely unique position to 
supply goods to Great Britain and 
France. This must necessarily lead to 
business activity such as we have not 
previously known.” 


Canada’s First War Loan 
By J. L. Ratston 


Minister of Finance 


(From The Toronto Stock 
HE First War Loan has been a 


great success. It has afforded a 

striking proof both of the desire 
and of the ability of the Canadian pub- 
lic to put their savings to use in a na- 
tional effort. It has confirmed the 
general belief in the financial strength 
of this Dominion and of its investment 
markets. It gives us confidence in 
looking forward to the financial tasks 
that lie ahead for all of us. 

We asked for cash subscriptions of 
$200,000,000. Within thirty-six hours 
of the time the books opened, subscrip- 
tions totalling $248,804,550 had been 
received. The books were kept open 
to enable subscribers from the more 
distant communities to be heard from. 
Subscriptions from that time on were 
subject to allotment and smaller sub- 
scriptions were given preference. When 
the books were closed, total cash sub- 
scriptions had reached the impressive 
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Exchange Monthly Bulletin) 
figure of $321,276,850. Although the 


detailed analysis of the subscriptions is 
not yet completed, we know there has 
been a surprising preponderance of 
small subscriptions, which have come 
from all parts of the country. In 
accordance with our assurance that 
preference would be given to small sub- 
scriptions, all subscriptions of $5,000 
and less have been accepted in full, 
while all the larger subscriptions, ex- 
cept those received from the public in 
the first two days, have been subject 
to allotment. Subscriptions for amounts 
more than $5,000, except those received 
from the public in the first two days, 
were in general allotted 40 per cent of 
the bonds asked for. 

The excellent reception given this 
First War Loan is evidence of the gen- 
eral approval of the principles of the 
war financial policy adopted last Sep- 
tember and outlined in some detail in 
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the budget at that time. The first 
essential of that policy was to acceler- 
ate the economic expansion then in 
progress in order that Canada could 
better carry the burdens which war 
would impose on her. It was stated that 
a public war loan would not be issued 
until the expansion in incomes had 
enabled the public to increase its sav- 
ings and invest in the loan. We ob- 
tained what extra funds were needed in 
the interim, both for refunding and for 
expenditure, by the short-term 2 per 
cent issue sold directly to the chartered 
banks in October. 


The expansion in employment and 
production which took place in the first 
four months of the war was even greater 
than we had hoped. Both financial 
markets and business in general with- 
stood remarkably the initial shock of 
the outbreak of war, and the stability 
of our present financial and economic 
structure gave confidence to our people 
in the face of this event. Before De- 
cember, Canada had reached a level of 
business activity exceeded only for a 
few months in her history. Moreover, 
this expansion was remarkably wide- 
spread instead of being concentrated in 
a few specialized branches of industry. 
Consequently, incomes had increased 
sufficiently by January to enable and 
encourage the public to put into effect 
its desire to support the War Loan. 

I have every confidence that our pro- 
duction and employment will continue 
to expand, and that Canadians will 
find themselves able to save, in order 
to provide for their individual needs 
and to assist their savings in our war 
effort. After all, it is the current flow 
of savings into our investment markets 
which gives them strength and enables 
them to fulfill their essential function 
of providing capital where it is needed. 
To assist the public, and particularly 
the smaller investors, to continue plac- 
ing their current savings in government 
securities and thereby to assist in the 
war, we shall very soon be offering for 
regular sale savings bonds or certificates 
of small denominations. These will be 
made continuously available so that 
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anyone can buy them regularly out of 
savings from income. 

The financial system of this country 
has. developed greatly and matured 
since we entered the last war. Now 
that we must once more use it as part 
of our national war machine—for as we 
are all aware, wars today require that 
all activities be geared into the na- 
tional effort—the increased range and 
elasticity of our financial system will 
stand this country in good stead. But 
the machinery alone is not enough, and 
we must depend upon the spirit of the 
men who operate it, upon brokers, bank- 
ers, investment men and all those who 
have experience and training in finance, 
to codperate on the economic front, 
alongside our industrial workers and 
primary producers. 
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THE Postal Savings System has outlived 
its usefulness. With bank deposits in- 
sured up to $5,000 there is no neces- 
sity for the Government to continue this 
form of banking, which is under the 
control of neither the Federal Reserve 
Board nor the Federal Deposit Insur- 
ance Corporation. I am delighted to 
know that Congressman Steagall, chair- 
man of the House Banking and Cur- 
rency Committee, is advocating such a 
course, and he should receive the full 
coéperation of all bankers.—Giles H. 
Miller, President, Virginia Bankers As- 
sociation, and President, Lynchburg 
National Bank and Trust Company, 
Lynchburg, Va. 


—_ 


WE have the danger of falling too easily 
to the pressure of the new philosophy 
that what the borrower wants is all im- 
portant. We hear careless and unin- 
formed talk about the inherent right of 
people to borrow bank deposits upon 
terms specified by the borrower him- 
self. This is popularly called “liberal- 
izing bank credit.” It is not the com- 
munities’ money, it is not the public’s 
money, nor the bankers’ money. It is 
always the money of individuals.— 
Joseph M. Dodge, President, The De- 
treit Bank, Detroit, Mich. 
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BOOKS for 


PERSONAL FINANCE COMPANIES AND 
THEIR Crepit Practices. By Ralph 
A Young and Associates. New York: 
National Bureau of Economic Re- 
search, Inc. 1940. Pp. 166. $2. 


Tuts book presents a factual analysis 
of the small loan company and its sig- 
nificance in the field of consumer in- 
stallment financing. Such salient points 
are dealt with as: the volume of per- 
sonal finance company credit; status of 
small loan legislation; size and dura- 
tion of loans, and security required; the 
borrower—his income, occupation, use 
of funds; the company—its income, ex- 
penses, sources of funds; collection pro- 
cedure and experience; rates of charge 
and effects of changes in maximum legal 
rates; codperative and competitive rela- 
tions among lenders. 

Much of the statistical material for 
this survey has been furnished directly 
by leading personal finance companies, 
and assistance was given by the Russell 
Sage Foundation and the Consumer 
Credit Institute of America. This is the 
first part of a study of installment 
financing of consumers, made under a 
program of research in finance through 
grants from the Association of Reserve 
City Bankers and the Rockefeller 
Foundation. 


BanK MANAGEMENT ConTROL. By E. S. 
Woolley. Chicago: George S. May 
Company, 2600 North Shore Ave. 
1940. Pp. 152. $5 (free, upon re- 
quest, to bona fide bank executives in 
U. S. and Canada). 

THE problems of expense control and 
increased operating efficiency are upper- 
most in bankers’ minds today, and this 
book, written by a man with wide ex- 
perience in the bank management field, 
is designed to be of practical help in 
the solution of such problems. 
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Chapters are devoted to: Factual 
Knowledge Needed, Investing the Bank’s 
Funds, Loan Losses, Installment Repay- 
ment Loans, Audits for Credit Purposes, 
Controlling Bond Losses, A Suggested 
Bond Ledger, Real Estate and Mort- 
gages, Cost Control, The Use and Limi- 
tations of Averages, Statements for 
Officers and Directors, Analyzing Check- 
ing Accounts, Merchandising Checking 
Services, Savings Departments, Trust 
Departments, Internal Auditing, Salaries 
and Operating Routine, Weathering 
Financial Panics, Machinery’s Contribu- 
tion to Banking, New Business and 
Public Relations. 

Mr. Woolley is the author of “How 
to Obtain Bank Costs,” published by 
The Bankers Publishing Company, and 
numerous other books and articles, is 
widely known both as a writer and lec- 
turer on subjects relating to bank man- 
agement, and is director of banking in- 
stallations for George S. May Company. 


CAPITALISM THE CREATOR. By Carl 
Snyder. New York: The Macmillan 
Company. 1940. Pp. 473. $3.75. 


In this work, which is entitled “The 
Economic Foundations of Modern In- 
dustrial Society,” the author endeavors 
to sum up the results of twenty years 
of research in quantitative economics 
set agains the long historic background 
of the capitalistic system. 

His thesis is that in all human history 
there has been one way, and only one, 
by whivh nations and peoples have 
grown rich, cultured, and civilized—“by 
that concentrated and highly organized 
system of production and exchange 
which we call Capitalistic.” The long 
depression prevailing through the last 
ten years was the first serious halt in 
the almost unbroken industrial growth 
of the last two centuries. Not a single 
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May we send you a copy— 


How to Obtain 


Bank 


Costs 


By E. S. Woo.L.ey 


“We started an analysis of our bank 


(which we had be 
some time) and after discussing it 


en wanting to do for 
with 


some of my associates we felt that your 


Price 


formula is the best that we have been 
able to procure and because of the sim- 


Plicity and the fullness with which all of 


$5.00 


the details were covered we decided to 
follow the outline given in your book.” 


L. W. BISHOP, Comptroller, 


State-Planters Bank & Trust Co., 


Richmond, Va. 


Bankers Publishing Company 
465 Main St., Cambridge, Mass. 


decennium in the last century and a half 
failed to show this steady growth. 

In his opinion, “the periods of de- 
pression and unemployment, such as we 
have witnessed in an unparalleled de- 
gree within the last decennium . . . are 
almost wholly due to the over-expansion 
of bank credit, and the wild specula- 
tion which always ensues; and a wise 
banking policy will in the near future 
easily eliminate this.” 

He suggests: “If the principal factor 
is the volume of bank credit, and 
changes in this volume are chiefly. due 
to speculation, then the key is. simply 
to limit speculation. This is feasible 


only by controlling the volume of bank. 


credit, maintaining its increase at a fixed 
and pre-determined rate per annum: 
this rate determined by the normal rate 
of growth of industry and trade, which 
in our generation we now know has 
been about 4 per cent per annum. If 
we had used this simple rule from 1920 
to 1929, we should have had no undue 
expansion of credit, no wild specula- 
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tion, no crash; for the simplest of rea- 
sons. If the credit supply is thus 
sharply limited, the speculator will bid 
up the interest rates to a point at which 
business cannot afford to borrow. 
Therefore, a temporary check to busi- 
ness activity and the end of specula- 
tion for the rise.” 

The interest of this volume is en- 
hanced by a series of forty-four original 
charts based upon Mr. Snyder’s own re- 
searches, and a series of eight brief 
chapters from which the whole story 
may be gathered with but slight refer- 
ence to the text. 


Economic BALANCE AND A BALANCED 
Bupcet. Public Papers of Marriner 
“S: Eccles. Edited by Rudolph L. 
Weissman. New York: Harper & 
Brothers. 1940. Pp. 299. $3. 

In this authoritative summary and in- 

terpretation of the most significant pub- 

lic utterances of the chairman of the 

Board of Governors of the Federal Re- 

serve System are to be found the first 
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integrated picture of monetary policies 
in their newest phase, and the broad 
financial policies currently shaping the 
work of the Federal Reserve. 

In the foreword, Mr. Eccles outlines 
in detail what he believes to be the 
needs of this country in its present con- 
dition, and he tells why he believes it. 
He gives a program of long-range na- 
tional policy, and explains how govern- 
ment, industry and labor can work to- 
gether in this program for sustained 
recovery. In the addresses, statements, 
reports and testimony that follow, and 
which deal with such subjects as The 
Future of Banking, The Way to a Bal- 
anced Budget, Government Spending, 
Controlling Booms and Depressions, 
and Monetary Measures and Objectives, 
every important phase of the country’s 
economic structure is surveyed and its 
ills diagnosed to show why, in Mr. 
Eccles’ opinion, our economic machine 
periodically breaks down and how we 
may avoid in the future the mistakes 
of the past. 

The editor, Rudolph L. Weissman, has 
added to the value of this volume by 
giving background information and per- 
sonal observations in an introduction to 
each chapter. He is well known as a 
practical economist and as the author 
of “The New Federal Reserve System,” 
and “The New Wall Street.” 


LecaL, PoLiticAL AND Business GUIDE. 
New York: Central Book Company. 
1940. Pp. 224. $2. 


DESIGNED as an encyclopedia of taxes, 
licenses, permits, concessions, adminis- 
irative agencies, and labor laws, this 
manual offers a guide to the increasing 
maze of government regulation, and 
contains considerable helpful business 
information. 

Sections are devoted to: Calendars 
for 1940, Taxes, Licenses, Permits, 
Privileges, Welfare Agencies, Immigra- 
tion and Citizenship, Suggestions for 
Lobbying, Press and Public Relations, 
Credit and Collections, Investments, In- 
surance, Real Estate, Buying and Sell- 
ing Abroad, Selling to the Government, 
Politics, The Attorney in Practice, Labor 
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Laws, State Fair Trade Laws, Descent 
and Distribution of Real and Personal 
Property (N. Y., Conn., N. J.), Admin- 
istrative Agencies, Law Enforcement 
Officers, Abbreviation Table, The 
Courts, Court Directory, etc. 


CoNSUMER CREDIT AND Its Usss. Edited 
by Charles O. Hardy. New York: 
Prentice-Hall, Inc. 1938. Pp. 264. 
$2.75. 


A sSYNTHESIs of papers prepared by the 
advisory committee of the Consumer 
Credit Institute of America, Inc., this 
book discusses the development, prin- 


,ciples, practices, and effects of con- 


sumer credit institutions ‘jn the United 
States. As such, it contains much of 
real practical value and background 
material for the banker’ interested in this 
field. 

Phases of consumer credit discussed 
include: Evolution of the Concept, Per- 
sonal Finance Companies, Industrial 
Banks and Credit Unions, Personal 
Loan Departments of Banks, Retail 
Credit, Pawnbrokers and Remedial 
Loan Societies, Illegal Lenders, Serv- 
ices and Standards, Rates and Costs, 
Changing Social Conditions, Social Sig- 
nificance of Consumer Credit, Economic 
Significance of Consumer Credit, and 
Regulation. An excellent bibliography 
on the subject is included. 


You Don’r Have To BE Ricu. By Allan 
Herrick. New York: D. Appleton- 
Century Company. 1940. Pp. 235. 
$1.75. 

THE purpose of this book is to tell how 
the average person or family can meet 
the requirements of modern living on 
limited funds, and is based upon the 
actual experiences of men and women 
who have been outstandingly successful 
in handling their personal’ and family 
finances. 

Chapters include: Earning Your Way 
in High School, College on a Shoe 
String, Job-Hunting on Small Capital, 
Growing Up With the Firm, Around 
the World on a Dime, Homes for the 
Middle Class, Wise Investment of Small 
Sums, Paying the Doctor’s Bill, Insur- 
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A Valuable Aid for Every Bank 
Handling Personal Trusts .. . 


Personal Trust Administration 


By CUTHBERT LEE 


HEE for the first time the trust officer and employes of 
trust departments have definitely in writing the ac- 
cumulated knowledge regarding the handling of personal 
trusts which has hitherto been slowly, laboriously and inac- 
curately handed down from one bank generation to an- 
other—taught and learned by word of mouth. The entire 
procedure for administering personal trusts is here described 
in detail—based on the practice of the most efficient trust 


companies. 


Price $5 Delivered 
BANKERS PUBLISHING COMPANY 


BOOK DEPARTMENT 
465 Main Street, Cambridge, Mass. 


ance for the Married Man, Borrowing 
from Peter to Pay Paul, Safeguarding 
the Small Estate, etc. 

Mr. Herrick is advertising manager 
of the Security-First National Bank, Los 
Angeles, California, and his twenty-five 
years’ experience in banking have fur- 
nished him with a sound background 
for this helpful book. 

America Faces Soutu. By T. R. 
Ybarra. New York: Dodd, Mead & 
Company. 1939. Pp. 321. $3. 


WRITTEN by one who thoroughly knows 
the countries and peoples of whom he 
writes, and who has the wit to see both 
sides, and to report his observations in 
plain language, this volume should ap- 
peal to all who wish to know more 
about the lands to the south of us. It 
is not only informative, but highly in- 
teresting, for Mr. Ybarra writes with 
gusto. He likes his subject. At the 
outset, he corrects some of our great 
mistakes; as, for example, in thinking 
of South America or Latin America in- 
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stead of the several countries. And, 
again, of considering Spanish as the 
prevailing language, forgetting that the 
country of largest extent and popula- 
tion employs Portuguese. 

While trade relations occupy a domi- 
nant place in the volume, other matters 
like politics, history and the character- 
istics of the various peoples, are not 
neglected. The chapter on the “Heroic 
Age” is especially inspiring, recount- 
ing as it does the gallant struggle for 
independence made by Bolivar, San 
Martin and other patriots. 

Except in Brazil, Peru and Cuba, 
Americans are not generally popular in 
Latin America, although the distrust of 
former years is gradually growing less. 

Mr. Ybarra writes with enthusiasm of 
Rio de Janeiro and the scenery of 
Southern Chile. He justly praises the 
intentions of our Good Neighbor Policy, 
but—aside from the trade agreements 
—finds little practical results. We have 
made some loans, but Mexico, Bolivia 
—and possibly Chile—have apparently 
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interpreted the policy as a display of 
weakness, 

As to German, Japanese or other men- 
aces in South America, the author does 
not regard them as serious. 


Because of the varied aspects of Latin 
America with which it deals, the pre- 
vailing keen interest of our people in 
that part of the world, and because Mr. 
Ybarra displays evidences of sharp ob- 
servation and sound appraisal of what 
he has seen. “America Facing South” 
will be found highly interesting and 
useful to all who wish to be accurately 
informed about our southern neighbors. 


COLBERT AND A CENTURY OF FRENCH 
MERCANTILISM. By Charles Woolsey 
Cole. New York: Columbia Univer- 
sity Press. 1939. Vol. I, Pp. 532; 
Vol. II, Pp. 675. $10. 


“RoM these two volumes, representing 
« total of 1207 pages, there emerges 
one of the most amazing figures of his 
time. On reading the book, one is per- 
plexed whether to bestow the greater 
degree of admiration on the vast amount 
of care and research which the author 
has given to this study, or to the re- 
markable figure who is the object of it. 
For however short-sighted may have 
been Colbert’s devotion to the principles 
of mercantilism, which he _ inherited 
from preceding generations, his untiring 
industry, tenacity of purpose, and his 
loyalty to his king and to France, com- 
bined with a marvellous capacity for 
attending to all the details of commerce 
and industry, stamp his as one of the 
outstanding figures of his own and sub- 
sequent ages. It was his belief that a 
country’s wealth was dependent upon 
the amount of coin and bullion it could 
acquire and hold, a belief, as Professor 
Cole points out, that was not without 
some justification, since taxes were pay- 
able in these media, and the more coin 
and bullion in the country, the more 
easily taxes could be paid. And there 
were plenty of taxes, on both domestic 
and foreign trade. To Colbert has been 
ascribed the statement, that the aim of 
taxation was to obtain the maximum 
amount of feathers with the least pain 
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to the goose—a saying that is still con- 
sidered by those who impose imper- 
ceptible taxes upon the people. 

Colbert did not like foreigners nor 
their goods, and did not scruple to in- 
jure other countries to promote French 
commerce. He saw the fallacies in 
price-fixing and the benefits of crop 
diversification. He formed great com- 
panies for developing trade with the 
East and West Indies and for carrying 
on various industrial enterprises. Many 
of these, while financial failures, were 
of ultimate benefit. Perhaps their un- 
profitableness may have been due to 
the subsidies granted by the King, which 
Colbert was always ready to grant. 

In his zeal to promote the industries 
of France, nothing escaped him. From 
silk stockings to ship’s anchors, from 
the finest laces to tar, he was ever on 
the alert to increase his country’s in- 
dustrial output. He was himself familiar 
with all the problems relating to al- 
most every branch of production and 
trade, and unceasingly labored to carry 
out his plans. He brought order to the 
disordered finances of the country, re- 
stored the navy, and aided in the pro- 
motion of science and the arts. While 
some of his plans failed, others were 
lasting and their benefits to France still 
remain. 

Had Colbert lived in the United States 
until the present time, he might have 
learned that an enormous stock of gold 
did not signify great prosperity, what- 
ever it may have meant to France in 
his day. 

This country has had no figure in our 
public life comparable to Colbert in 
the special field the latter so long oc- 
cupied. Hamilton’s report on manu- 
factures, valuable and comprehensive as 
it was, hardly ranks above the elemen- 
tary and theoretical in comparison with 
Colbert’s all-comprehensive activities. 

As indicated above, the author of 
these two volumes creates almost as 
much admiration in the reader’s mind 
as does the subject himself. His work 
represents the widest and most pains- 
taking research. The bibliography 
alone reaches to twenty-nine pages. 

One who has the time and patience 
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Reconstruction 
Finance Corporation 
Loans to the 
Railroads 


By 
HERBERT SPERO 


Department of Economics 
College of the City of New York 


‘THs book is a study of Recon- 

struction Finance Corporation 
financing of near-bankrupt rail- 
roads in the depression years 1932- 
1937. It deals with the funda- 
mental difficulties of the nation’s 
railroad system and of the weaker 
carriers in particular. It empha- 
sizes the various purposes for 
which the Reconstruction Finance 
Corporation was created and the 
diverse uses to which the corpora- 
tion’s funds were put. 

It provides a detailed analysis 
of the basic financial ills of the 
St. Louis-San Francisco, the Chi- 
cago and Eastern Illinois, the New 
York, New Haven and Hartford, 
the Missouri Pacific, the Chicago, 
Milwaukee, St. Paul and Pacific, 
the Denver and Rio Grande West- 
ern, and the Chicago and North 
Western. The analysis is amply 
supported by statistical data. The 
policy of the Interstate Commerce 
Commission in approving Recon- 
struction Finance Corporation aid 
to these lines is then studied. 

The author’s conclusion is sig- 
nificant for its statement of the 
new relationship of the Govern- 
ment to debtor roads and for its 
criticism of governmental policy. 

auton Publishing Co., 


1 465 Main Street, Cambridge, Mass. i 


| Please send me on approval a copy ot | 
“RFC Loans to the Railroads” by Herbert 
Spero. At the end of 5 days I will either 
remit $3.50 or return the book. 


to read these two volumes will gain a 
thorough idea of the workings of French 
mercantilism, a close view of the deeds 
of a great administrator, and some most 
interesting sidelights on matters outside 
the domain of the volumes’ titles. 


Tue InsipE Story. Edited by Robert 
Spiers Benjamin. New York: Pren- 
tice-Hall, Inc. 1940. Pp. 263. 
$2.75. 


TWENTY of the world’s foremost foreign 
correspondents have co-operated in the 
writing of this book—each telling his 
favorite behind-the-scenes story. H. V. 
Kaltenborn describes radio’s role in 
war; Wythe Williams discloses the 
real story of Abd El Krim’s uprising 
against the French in Africa; Peggy 
Hull describes Pancho Villa’s raid on 
Columbus, New Mexico; Eugene Lyons 
analyzes Stalin’s counter-revolution. 
William Parker tells of his adventure 
in carrying Japanese peace terms to 
Chiang Kai-shek; Cornelius Vanderbilt 
details his encounter with international 
swindlers; Thomas Curtin writes of 
“Sickles and Hammers for Latin 
America;” Allan Finn gives an inter- 
esting and dramatic word portrait of 
“Gamelin—the Man Nobody Knows;” 
George Sylvester Viereck tells of the 
House-Wilson break; etc. 

Of special interest from a financial 
standpoint is Morrill Cody’s story of 
“The Billion Franc Mystery”—the 
“duplicate thousand-franc note” plot to 
reduce French financial power, and to 
divert France’s attention from other 
matters by causing a collapse of the 
franc. 


Foreicn Excuance. By F. J. Docker. 
London: P. S. King & Son, Ltd. 
1939. Pp. 326. 15s. 


REFUSING to accept the current idea that 
the subject of foreign exchange is in- 
tricate for all but specialists, the author 
has sought to furnish only such ex- 
planations as can be easily followed, 
his language being simple, his method 
of presentation clear. 

The book commences by showing 
that at the end of the last decade, when 
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most» countries" were on the gold 
standard, excHange rates were fixed 
within narrow limits in relation to 
gold;. and events in subsequent years, 
as the various countries were gradually 
compelled to abandon that’ standard, 
are outlined up to recent times. Im- 
portance is assigned to the part played 
by capital movements in bringing chaos 
into the foreign exchange firmament, 
and a clear line of demarcation is 
drawn between policies pursued by a 
small group of creditor nations and 
measures thrust upon a larger number 

f debtor nations. The author ranges 
over a vast area, for at various appro- 
priate stages he cites the practices of 
most of the countries in the five con- 
{:nents. 

Arrays of vital facts and statistical 
‘ables, interspersed throughout the 
»ook, do much to illumine the subject. 

Chapters include: Comparative 
Values of International Currencies, 
xchange Rates and the Purchasing 
Power of Money, An Examination of 
ihe Balance of Payments of Various 
Countries, Movements of Capital—Long 
ind Short Term, Clearing and Com- 
pensation Agreements, The Foreign Ex- 
change Difficulties of Germany, Various 
forms of Exchange Control, Exchange 
{:qualization and Stabilization Accounts, 
Some Features of the International 
Banking. System, Forward Exchange, 
The Effectiveness of a Gold Standard, 


etc. 


PrIcE RESEARCH IN THE STEEL AND PE- 
TROLEUM InbustRIES. New York: 
National Bureau of Economic Re- 
search. 1939. Pp. XIII-170. $2.00. 


THIRD in a series of price studies, this 
volume contains a report on the possi- 
bilities for research in the iron and steel 
industry. -The report describes the eco- 
nomic characteristics of the industry 
that affect price research, surveys cer- 
tain of the more important sources of 
statistical data available to research 
workers in this field; and outlines a 
research program, indicating specific 
projects that seem important and feas- 
ible, and suggesting elements of a wider 
program that will stimulate the indus- 


Always a sound 
investment LEARNING 
ANOTHER LANGUAGE 


The Berlitz Method, starting with con- 
versation from your first lesson, gives 
you a working knowledge of your new 
language in the shortest possible time. 
You learn to speak, read and write like 
a native. 


Commercial courses for advanced stu- 
dents. Private or class instruction. Day 
or evening. Native teachers. Send for 
catalog. 


Free Demonstration Lesson 


BERLIT SCHOOL OF 


LANGUAGES 
630 Fifth Ave. 

International Bldg., Rockefeller Center 
BrRooKLyN 66 Court Street 
Baltimore Life Building 

30 North Michigan Avenue 

Leader Building 

Detroit David Whitney Building 
PHILADELPHIA 226 S. 15th Street 
PITTSBURGH Grant Building 
WASHINGTON 1115 Connecticut Avenue 


try, individuals, universities, research 
bureaus, and appropriate governmental 
agencies to undertake studies designed 
to provide a better understanding of 
pricing problems in this industry. 


TEXTILE MAarRKETS—THEIR STRUCTURE 
IN RELATION TO Price RESEARCH. 
New York: National Bureau of Eco- 
nomic Research. 1939. Pp. XX-266. 
$3.00. 


Tuis is the second in a series of studies 
being made by the Conference on Price 
Research of the National Bureau of Eco- 
nomic Research. In each of these 
studies, the reporting committee is 
charged with responsibility for defining 
the economic and industrial problems 
centering about prices in the areas un- 
der review, for appraising existing data 
with reference to the needs of industrial 
and economic research, and for outlin- 
ing appropriate programs of research. 

In the present volume, the first part 
is devoted to a survey of the textile 
markets and their interrelations, aiding 
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in an understanding of the relation of 
one product to others in the flow of 
goods and the significance of corre- 
sponding price quotations. In the sec- 
ond part, the committee outlines the 
areas of study which, in its opinion, 
offer the greatest opportunity for fur- 
thering knowledge of price behavior in 
the textile industries. 


—_— 


BOOKLETS 


How Mvcnu Branxet Bonp Insurance? 
New York: American Bankers Associa- 
tion. Pp. 9. 

Containinc the results of a study made 
by the ABA Insurance and Protective 
Committee, this booklet presents a highly 
informative survey of the precautions taken 
by a representative group of banks to off- 
set the risks inherent in their business. It 
will prove of distinct practical value to all 
bank officers in reviewing their own in- 
surance position. 


Cuain Srores—Pro ann Con. By Helen 
Dallas. New York: Public Affairs Com- 
mittee, Inc. 1940. Pp. 31. 10 cents. 

Tus study, prepared by the staff of the 

Institute-for. Consumer Education, Stephens 

College, Columbia, Missouri, concludes that 


Be Prepared! 


the growth of the chain store is economi- 
cally beneficial to the American consumer 
but carries certain dangers to the economic 
and social structure of the country. It 
warns against “the centralization of control 
over vast distributive organizations in the 
hands of comparatively small groups of big 
city bankers and business men.” While ad- 
mitting the chain store’s efficiency in get- 
ting goods cheaply from producers to con- 
sumers, it asserts that “we still have rea- 
son for grave concern about the conse- 
quences of this concentration of economic 
power.” 


THe Evropean War AND TRADE OF THE 
Unitrepo States witH Latin AMERICA, 
New York: Institute of International Fi- 
nance of New York University. 1940. Pp. 
25. 50 cents. 


Tuis bulletin reviews the experience with 
Latin American trade during the World 
War, discusses the outlook for such trade 
during the present war, and the problem of 
financing increased United States exports 
to Latin America. Numerous tables show- 
ing changes in trade, commodities produced 
and exported, tourist expenditures, etc., add 
considerably to the value of the survey. A 
conclusion sums up the _ possibilities of 
financing increased exports to Latin 
America by providing dollar exchange 
through increased purchases of Latin 
American products, investment in develop- 
ment of resources, and tourist expenditures. 


T is quite certain that sooner or later various 
subjects, with which you are closely concerned, 
will come up for Congressional consideration— 


problems such, for instance, as the Mead Bill, the 
gold problem, the general question of bank super- 
vision, the organization and the ownership of the 
Federal Reserve System, possibly even the broader 
question of the ultimate relationship between the 
Government and banks generally. 

Bankers are notably poor lobbyists, and while I 
am not suggesting that you should become lobby- 
ists, I do believe that it is an important part of 
your responsibilities to consider in advance. prob- 
lems such as these in order that if and when Con- 
gress begins to consider legislation, you may be 
better prepared as a group to present your views 
intelligently and with a degree of unanimity.— 
From an address by George P. Harrison, President, 
Federal Reserve Bank of New York, before the 
recent mid-Winter Conference of the New York 
State Bankers Association. 
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Trust Investment Program 
Essentials 


By James C. SHELOR 
Trust Officer, Trust Company of Georgia, Atlanta, Ga. 


N investment program put down in 
black and whiie is the first objec- 
tive of every officer charged with 

the supervision of trust funds. This 
program occupies as important a place 
on the trust officer’s desk as do the maps 
in the chart room of an ocean liner. 
Though this program may show the 
lanes to be followed—the proportion of 
each type of security to be purchased, 
and their maturities—frequent sound- 
ings must be taken to determine the 
exact position attained by each account. 
The course of action, however, cannot 
be followed blindly and constant vigi- 
lance is required. Neither the plan nor 
the securities bought under it can be 
laid away and forgotten. 

We must have some basic plan from 
which to work. This program may well 
provide for a so-called “revolving” 
bond account with maturities so selected 
that some bonds come due each year. 
Such a program requires the prepara- 
tion of a calendar in each account 
showing annual maturities, the re- 
arrangement of maturities through pur- 
chases and sales, the close study of the 
needs of each account, and the use of 
courage in making purchases with the 
proceeds of maturing bonds to keep the 
calendar alive and provide for an aver- 
age performance over the life of the 
account. 

The question of what bonds to buy 
is always present. The trustee must en- 
deavor to maintain a certain flexibility 
in any investment program, and United 
States bonds allow this to be done. The 
trustee is frequently forced to decide 
whether to hold cash uninvested until 
the appearance in the market of the ideal 
bond that he would prefer to buy, or 
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invest it in a bond that is available. 
The trustee, however, usually must buy 
when he has the money because the 
beneficiaries are clamoring for income 
and the courts will not allow him to hold 
the cash more than a reasonable time. 

As a class, state and municipal bonds 
are rated next to United States Govern- 
ment bonds, although they present a 
slightly different problem to the trust 
investment officer. Here certainly is a 
tield of legal investments into which 
the trustee must enter with caution and 
buy only where good business judgment 
dictates a purchase. The difficulty is 
not so much with the basic taxing au- 
thorities that issue the bonds, but with 
the numerous special taxing bodies, such 
as drainage and school districts that 
have sprung up in recent years. Many 
of these must live upon property values 
heavily taxed and the purchase of their 
bonds merely to obtain a high yield is 
not favored. 

While at one time some trust men 
may have felt that an investment once 
made was a permanent holding until 
the distribution of an estate, experience 
has shown this to be in error. Change 
--for good reason and as part of a 
planned program—is always desirable. 
Do not take this to mean that a change 
away from government and municipal 
obligations is necessary, but a change 
in our approach toward the use of these 
bonds may be helpful. They should 
be bought not merely from the position 
of today’s market only, but from a 
long-range, planned viewpoint, to do 
which will require constant and dili- 
gent study.—From an address before 
the recent ABA Mid-Winter Trust Con- 
ference, New York City. 
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The Provinee of 
BANK SUPERVISION 


By Leo T. CRowLey 


Chairman, Federal Deposit Insurance Corporation 


UR banking system, and the credit 
currency it produces are so con- 
structed that general liquidation 

f the system is impossible. Liquida- 
tion of even a sizable segment of the 
ystem’s assets has never been accom- 
vlished without loss. I believe, there- 
‘ore, that the banker’s choice of assets 
should be governed less with a view 
towards liquidation of the assets in time 
)f crisis, and more by consideration of 
lactors which make the assets funda- 
mentally good investments if held to 
maturity. 

This statement naturally arouses 
speculation as to what steps can be taken 
to make forced liquidation unnecessary 
and so to avoid penalizing those who 
give only secondary thought to the emer- 
gency liquidating possibilities of bank 
asests. In previous addresses and in 
different contexts I frequently have out- 
lined the steps I believe necessary to 
this end. They are responsibilities of 
both bankers and government. Govern- 
ment must undertake to minimize crisis 
demands by deposit insurance and by 
measures designed to limit inflationary 
and deflationary influences; it must 
supervise banks in a way that will keep 
the system constantly cleared of its 
deadwood and constantly mindful of 
the need for quality in assets; it must 
provide facilities that will accept all 
sound assets at par or face values as 
collateral for cash advances in order to 
permit banks to meet occasional emer- 
gency demands without loss to them and 
without accelerating deflation through 
liquidation. With the banker rests re- 
sponsibility for the selection of assets 


of good quality, adequately diversified, 
and for management of those assets in 
a way that will insure their eligibility 
as collateral should an emergency arise. 
Clean houses, stocked with assets that 
are dusted off and sorted out regularly, 
should never again have to fear being 
dragged to ruin by their less careful 
and tidy neighbors. Those slovenly 
neighbors, unmindful of their debt to 
the system as a whole, can be sure of 
unremitting attention from supervisors. 


Examination Standards Consistent 
The examination standards followed 


by Federal supervisory agencies and by 
most state banking departments during 


LEO T. CROWLEY 
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the past year and a half are thoroughly 
consistent with the fundamental philoso- 
phy I have outlined. Assets of high 
quality are valued at cost or book, 
whichever is lower, regardless of mar- 
ket prices at the time of examination. 
Penalties upon bankers for temporary 
shrinkage through causes beyond their 
control thus are avoided. Securities of 
questionable quality are valued in the 
examination on the basis of an eighteen- 
month moving average of their market 
prices, thus leveling the ups and downs 
of these obligations into some semblance 
of their intrinsic worth. The only de- 
parture from this method of valuing 
speculative securities occurs with respect 
to questionable issues that have been 
purchased since the standards were 
made effective. We cannot condone 


speculation in any form in banks we 
insure. The speculative issues acquired 
by banks consequently are penalized by 


*‘Our instructions to examin- 
ers are clear. Supervisors have 
no more right to dictate the dis- 
position of any bank asset than 
they have to dictate its acquisi- 
tion. The supervisor’s province 
ends when he has succeeded in 
getting assets valued on a fair 
basis on the bank’s books. We 
do insist that book values should 
reflect accurately the intrinsic 
values of assets—in other words, 
we urge the writing off of values 
that no longer exist. But once 
the asset is fairly valued, we 
neither have nor want to have 
authority to say what the bank 
shall do with it,’’ says Mr. 
Crowley in the accompanying 
article, which formed a portion 
of his recent address before the 
mid-Winter meeting of the Wis- 
consin Bankers Association. 


being valued on the date of examination 
at market, book, or cost, whichever is 
lowest. Defaulted issues and obligations 
held illegally all are likewise valued at 
the lowest of market, book, or cost on 
that date of examination. 


The Supervisor’s Province 


I have heard it charged that present 
examination standards actually increase 
the pressure for liquidation by so penal- 
izing undesirable assets. Our instruc- 
tions to examiners are clear. Super- 
visors have no more right to dictate the 
disposition of any bank asset than they 
have to dictate its acquisition. The 
supervisor’s province ends when he has 
succeeded in getting assets valued on a 
fair basis on the bank’s books. We do 
insist that book values should reflect 
accurately the intrinsic values of assets 
—in other words, we urge the writing 
off of values that no longer exist. Bui 
once the asset is fairly valued, we 
neither have nor want to have authority 
to say what the bank shall do with it. 
As a matter of fact, the position of Fed- 
eral Deposit Insurance Corporation is 
hurt, rather than helped, by sales o! 
substandard assets of one bank to an- 
other bank. In a time of rising mar- 
kets, bank to bank shifts of substandard 
securities on a large scale results in 2 
wholesale write-up of the securities, a 
practice that bankers would not toler- 
ate if it occurred in a straightforward 
way. Each instance of such bank to 
bank shifting complicates our task of 
supervision and delays our program for 
cleaning the deadwood out of all in- 
sured banks. Our interests are immeas- 
urably better served if the bank that 
holds the substandard asset in the first 
instance retains that asset, taking on 
its own books such adjustments of 
carrying value as may become neces- 
sary. The practice of unloading the 
mistakes of one institution upon other 
banks has done much to increase our 
loss record through the years and to 
lessen the feeling of mutual trust and 
regard that should exist among entities 
so closely interwoven as those making 
up our banking system. 
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Gold Hoard Advantages and 
Dangers 


By Henry H. HEIMANN 
Executive Manager, National Association of Credit Men, New York City 


OPLE are borrowing trouble when 
3 they get worried about a possibil- 
"ity that we may eventually be left 
with a lot of gold that will have only 
_ commodity value. 

Over the centuries no nation has 
found a measure of value as satisfac- 
tory as gold. If the nations of the world 
abandoned gold and we still had our 
hoard of gold, the others would sit 
hack and wait for us to reach the con- 
clusion that it only had a commodity 
value. 

Then they would exchange goods and 
services for it. When once again it 
came in their possession the gold stand- 
ard would be revived. One can dismiss 
any thought of our gold being value- 
less except as a commodity. 


Inflation Danger 


The great potential danger, of course, 
in the tremendous gold stock is the in- 
flationary threat. In this respect it 
would seem that the Federal Reserve 
System should be given more power of 
control and it would also seem that 
there should be less conflict of admin- 
istration over our monetary policies and 
more centralization of monetary au- 
thority. 

On the favorable side our gold hoard, 
in the last analysis, represents the 
greatest factor for a true peace. Our 
gold may not have any influence in 
stopping the military struggle, but once 
the battlefields are abandoned our gold 
will be a great influence as to whether 
or not a permanent peace is to be estab- 
lished. 

[f, when the struggle is over, the 
nations which have participated in it 


become credit conscious and decide that 
they will again develop a respect for 
obligations, will use credit for peaceful 
purposes, will actually set to work to 
create new credit to repay it, then a 
part of our gold can and will be dis- 
tributed. 
Peace and Gold 


When that time comes, its distribution 
will have to carry with it a realistic 
approach, namely, that we be willing to 
adopt policies that will help create con- 
ditions conducive to sound redistribu- 
tion of our gold supply. 

Given a desire to return to peaceful 
pursuits and to stem the growth of na- 


*‘Our gold hoard, in the last 
analysis, represents the greatest 
factor for a true peace. Our gold 
may not have any influence in 
stopping the military struggle, 
but once the battlefields are 
abandoned our gold will be a 
great influence as to whether or 
not a permanent peace is to be 
established. 

“If, when the struggle is over, 
the nations which have partici- 
pated in it become credit con- 
scious and decide that they will 
again develop a respect for ob- 
ligations, will use credit for 
peaceful purposes, will actually 
set to work to create new credit 
to repay it, then a part of our 
gold can and will be distri- 
buted,’’ states Mr. Heimann in 
the accompanying portion of 
his Monthly Review of Business. 
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lionalistic policies, the world’s tariff 
barriers and other trade restrictions will 
fall and the flow of international com- 
merce will be so increased as to create 
liquidating credit abroad for the gold 
we may lend. At the same time the 
standard of living should rise abroad 
and not be influenced unfavorably at 
home. 

For the present time the U. S. could 
develop an important psychological 
stimulus to trade revival by placing 
gold coins and certificates once again 
into circulation. 

This would help in the restoration of 
monetary confidence. As to hoarding 
possibilities, it is not likely that the 
American people would hoard gold in 
sufficient quantities to make any seri- 
ous inroads on the Government posses- 
sion of gold. Human nature being what 
it is, we are less interested in doing 
something when we are no longer pro- 
hibited from doing it. 


Serious Hoarding Unlikely 


It is doubtful, if we minted gold coin 
or issued gold certificates, that private 
hoarding would take as much as a bil- 
lion dollars of our gold stock, and even 
then it is quite certain it would not re- 
main hoarded for any great length of 
time. 

The suggestion that gold be minted 
has brought forth opposition. One com- 
mentator pointed out that since modern 
money is largely bank deposits, and 
since we have 55 billions of bank de- 
posits, how could we go back to a gold 
basis with only 18 billions of gold? 
Suppose, he said, every bank depositor 
wanted gold. 

Evidently overlooked was an impor- 
tant analogy. We have 130 millions of 
people in this country but have hospital 
accommodations for only a fractional 
amount of that number. Likewise it is 
not necessary to have a gold hoard 
equal to bank deposits before we return 
to a gold basis. All of our people are 
not going to want gold at the same 
time and it is doubtful whether more 
than a small number would begin 
hoarding gold. 
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MANAGEMENT’S RESPONSIBILI- 
TIES 


THE time is upon American business 
enterprises when they are judged as 
to their right to succeed or fail, survive 
or be eliminated, based on the ability 
of the management to forward the social 
good of the people in the service it has 
chosen to render. 

More and more in the development of 
the corporation as an important entity 
of American business life, there has 
arisen a widespread ownership of the 
various companies, banks, and like 
corporate bodies. The identity of man- 
agement and ownership has become les: 
and less identical and more and more 
impersonal. As a matter of fact, today 
management in the corporate field ha. 
come to represent a trusteeship respon- 
sible to several interests—responsibl: 
that they all be properly serviced t» 
develop the best or optimum results 
when the proper weight has been give 
to the claim of each upon managemen’. 

Thus management is trustee for the 
public as to the quality of the produc: 
at its price; to the personnel for a liv- 
ing wage and satisfactory working con- 
ditions; to capital for protection cof 
principal and yield; and to government 
for license to operate. To each interest 
management must accord its propor- 
tionate rights in nice balance—Thomas 
C. Boushall, President, Morris Plan 
Bank of Virginia, Richmond, Virginia, 
in his annual report to stockholders. 
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It is easy to sit back and say that the 
customer is dumb, but it doesn’t con- 
tribute anything to goodwill and profit. 
All of which is by way of saying that 
even though the customer may some- 
times be wrong, that is not necessarily 
a reflection on the customer. On the 
contrary, it may easily be taken as a 
reflection on us and our advertising; 
maybe we haven’t done a good job of 
sharing with the customer the facts that 
would help straighten out his thinking. 
—Henry G. Weaver, Director of Cus- 
tomer Research, General Motors Cor- 
poration. 
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Potentialities of 


BANK SUPERVISION 


By Homer Jones 


N the light of recent experience with 

supervision we may hazard a few 

remarks about its potentialities. 
‘low should supervision during pros- 
verity differ from that of the past, and 
what procedures should be followed 
curing depression? Even if it cannot 
he agreed that valuation of assets, super- 
visory pressure for increased liquidity, 
ond capital increases during the 1930-33 
crisis were a mistake, surely the in- 
uguration of deposit insurance changes 
ihe situation substantially. With this 
device in operation, the justice to de- 
positors argument loses its force and 
supervisors should feel free to refrain 
irom closing banks or bringing pres- 
sure to bear upon them for reform at 
times when such action would have an 
undesirable effect upon the general busi- 
ness situation. If it is thought that 
supervision can desirably do anything 
about increasing or maintaining the 
capital of banks the time to do this is 
during prosperity, not during depression 
or the initial phases of recovery. Gen- 
erally speaking, the practice of the past 
has been quite the opposite. 


Supervisory Limitations 


Apparently supervisory control of 
bank assets has had little influence in 
time of prosperity but has been a de- 
pressing factor during periods of un- 
employment. Neither banking nor gen- 
eral business conditions can be helped 
by supervisory recommendations to 
liquidate any assets whatever during 
depression. The bankers of their own 
volition do more than enough liquidat- 
ing during depression. Neither does it 
seem necessary or desirable that the 
supervisors should at such times exer- 


cise any influence over the assets pur- 
chased or loans made by the banks. If 
the bankers err at all at such times it is 
on the side of undue conservatism and 
this does not need to be supplemented 
by the inhibiting influence of the ex- 
aminers. 

Some may argue that positive steps 
should be taken to restrain banks from 
collecting loans and selling securities 
during depression and to require them 
to make loans and purchase securities. 
I am very skeptical that such a pro- 
gram has any great possibilities. If 
banking is to be a private business 
bankers cannot be forced to extend 
credit to other business men or pho- 
hibited from recalling such credit. The 
monetary authorities may properly 


Mr. Jones is a member of the 
Division of Research and Sta- 
tistics of the Federal Deposit 
Insurance Corporation. The 
accompanying portion of his 
recent address before the Ameri- 
can Economic Association’s an- 
nual meeiing, however, is his 
own personal evaluation of the 
potentialities of bank supervis- 
ion under today’s conditions, 
and does not necessarily repre- 
sent an official FDIC view. 

His entire address, of which 
this is a portion, will appear in 
the April issue of the Journal of 
Political Economy, published by 
The University of Chicago Press, 
Chicago, Illinois, under the title 
‘‘An Appraisal of the Rules and 
Procedures of Bank Supervision, 
1929-1939,’? 
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make conditions attractive to induce 
banks to extend credit or stop contrac- 
tions, but this has nothing to do with 
supervision. 


Restraint and Control 


On the other hand, it may be argued 
that the supervisors and examiners 
should restrain the banks in the making 
of loans and the purchase of securities 
in times of prosperity. Three aspects 
of such restraint may be distinguished: 
(1) prohibition or restriction of bank 
loans and investments involving a high 
degree of risk; (2) limitation of the 
total volume of the loans and discounts 
of the banks; and, (3) control of the 
business purpose for which bank funds 
are used. If bank supervision were 
used as a device for enforcing the bank- 
ing school theory, all three aspects of 
restraint would be involved. Bank funds 
could be used only for short-term self- 
liquidating business purposes. Under 
such a policy, according to the simpli- 
fied version of the theory here em- 
ployed, banks would take no undue risks 
and the amount of bank money would 
be the volume which was needed. It 
is indeed strange that the devotees of 
the banking school have not more often 
and more strongly advocated firm super- 
vision as a means of causing the bank- 


“‘Some may argue that posi- 
tive steps should be taken to 
restrain banks from collecting 
loans and selling securities dur- 
ing depression and to require 
them to make loans and pur- 


chase securities. I am very 
skeptical that such a program 
has any great possibilities. If 
banking is to be a private busi- 
ness bankers cannot be forced to 
extend credit to other business 
men or prohibited from recall- 
ing such credit. The monetary 
authorities may properly make 
conditions attractive to induce 
banks to extend credit or stop 
contractions, but this has 
nothing to do with supervision.’’ 


ing system to operate in accordance 
with their theories. 

Apparently, however, a consensus ex- 
ists that direct control of bank assets 
is not a very satisfactory means of con- 
trolling the volume of bank deposits. 
Other means of quantitative control are 
more effective, while no one has ever 
been able to project a plan for deter- 
mination of quantity through direct as- 
set control. In any case, such control 
would surely involve such strict super- 
vision as to make banking a Govern- 
ment function. 

There is some sentiment for the em- 
ployment of bank supervision to con- 
trol the business purposes for which 
bank funds are used. Advocates of 
such schemes wish restrictions placed 
upon the flow of bank funds into over- 
expanding lines of business, or upen 
their flow into the stock market, et>. 
We cannot here discuss the possibility, 
desirability or necessity of Governme:it 
control of the flow of investment. Co:- 
trol of the direction of bank investmert, 
however, would be ineffective except as 
a part of general investment flow con- 
trol. Control of bank loans and in- 
vestments would have to be accompanied 
by control of investment of the undis- 
tributed profits of corporations, depre- 
ciation funds, new money stock issues, 
and by control of other financial insti- 
tutions. Even control of the uses of 
bank funds for stock market purposes 
is surely completely successful only if 
accompanied by control of the funds 
flowing into the stock market from other 
sources. Control of the direction of flow 
of bank funds can be significant only 
as an incidental aspect of Government 
allocation of capital. Unless one advo- 
cates general Government direction of 
investment, he cannot enthusiastically 
support control of the direction of in- 
vestment of bank funds through direct 
supervisory action. 


Province of Supervision 


The factors discussed seem to indi- 
cate that bank supervision can desir- 
ably play but a minor réle in the field 
of social control of business. Bank 
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examination and supervision are neces- 
sitated by the nature of the banking 
structure of the country, but they do 
not appear to be either useful or neces- 
sary for monetary or investment control 
unless incidental to some broader radi- 
cal program of a type not currently the 
accepted program of the country. The 
lending powers acquired by the Federal 
Reserve System since the 1930-33 period 
should enable that organization to op- 
erate in any future crisis along lines 
here indicated. The bank supervisory 
s<encies in the future should desist from 
certain practices in times of depression 
endeavoring rather to require banks to 
ynfine their loans and investments in 
times of prosperity to those involving 
» more than a reasonable degree of 
‘sk, and to increase bank capital suff- 
cently during such periods to withstand 
way probable losses. 


© 


WALL STREET AND PUBLIC 
OPINION 


By W. AveRELL HARRIMAN 


rown Brothers, Harriman § Co., New 
York City 


Most of the national publicity from 
Wall Street has come out of the unusual 
incidents-in its history. The ordinary 
banking and financial transactions are 


complicated and undramatic. I believe 
we will agree that only a small percent- 
age of the public has an understanding 
of the real part Wall Street plays in 
the economic life of the country and 
in many of the major developments, 
such as employment, in which every- 
body is interested. 

One inherent difficulty is that the 
qualities that make for success as a 
sound banker are so different from those 
that make success in publicity that they 
are not apt to be combined in the same 
individual. If, however, as much in- 
telligent thought is given to the devel- 
opment of public understanding of the 
important public service performed as 
has been given to the technical aspects 
of banking, there is no reascn to doubt 
that over a period of time important 


progress can be made and future politi- 
cal difficulties minimized.—From an ad- 
dress before the New York Financial 
Advertisers Association. 
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THE FUTURE OF BANKING 
By Harvey D. Gipson 


President, Manufacturers Trust Company, 
New York City 

THE question has been raised fre- 
quently as to the place and the func- 
tion of the privately owned bank under 
present conditions and especially in 
the years ahead. About that I have 
no doubts. So long as the business of 
this country depends upon private en- 
terprise—and few of us would calmly 
consider any alternative—we must have 
banks administered locally and by men 
who play their proper part in the 
business and social community. 

The greatest efficiency of a bank, 
and its greatest opportunity for service, 
lie in the extent of knowledge, and the 
immediateness of consideration, which 
it applies to the conditions and the 
people of its community. There must 
be something very personal about a 
bank. It must itself respond promptly 
to anything which affects the community 
in which it operates. It must itself have 
something to gain or lose beyond the 
mere dollars involved. Otherwise it 
cannot render a service of real social 
value.—From annual report to the share- 


holders. 


_ 


FREE, private enterprise means not 
only that every man shall have an 
opportunity to work, but also that he 
shall have the right to own and hold 
the product of his toil. Free, private 
enterprise is possible only under the 
capitalistic system, under a democratic 
system which recognizes the right of 
every man to develop in accordance 
with his own free will the talents with 
which he was endowed by an all-wise 
Creator, so long as he does not invade 
the rights and liberties of his fellows. 
—Joseph C. O’Mahoney, U. S. Senator 
from Wyoming. 
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Real Estate for Trust Investments 


By Ben W. UTTER 


Vice-President and Trust Officer, Title Guarantee and Trust Company, Los Angeles 


VERYONE realizes that most of the 

_4 real estate held in trust consists of 

two kinds, differing only in method 
of acquisition. Real estate usually 
reaches the trust either as part of the 
original trust or through foreclosure of 
mortgages. In either case, it is gen- 
erally considered undesirable. This sort 
of real estate, which forms by far the 
larger part held by trust institutions, 
falls in the classification of “problem” 
assets, requires individual treatment, 
and is obviously not the best investment 
for trust funds. 

On the other hand, outright purchase 
of real estate after a careful study of 
the property as an income producing 
part of a trust can be wisely made. If 
we do this, we shall at least acquire 


‘‘Outright purchase of real 
estate after a careful study of 
the property as an income pro- 
ducing part of a trust can be 
wisely made. If we do this, we 
shall at least acquire good real 
estate. We shall select high class 
property producing an adequate 
income. If the job is well done, 
perhaps our beneficiaries will 
fare quite as well as they would 
if we confined our investments 
to other media,’’ suggests Mr. 
Utter in the accompanying por- 
tion of his recent ABA Mid- 
Winter Trust Conference ad- 
dress. 


good real estate. We shall select high 
class property producing an adequate 
income. If the job is well done, per- 
haps our beneficiaries will fare quite 
as well as they would if we confined 
our investments to other media. In this 
connection it is interesting to note that 
many of the life insurance companies 
have begun to make fairly substanti:l 
investments in real estate. 


Officials of some life insurance coni- 
panies assert that the ownership of real 
estate provides an opportunity for con- 
trol and intelligent management of the 
property that is otherwise lacking in 
investments in real estate mortgages un- 
til the difficulties have been incurred 
and the property acquired through fore- 
closure. 


Appreciation Possibility 


It is further stated that with respect 
to a mortgage there is practically no 
opportunity for increase in its value, 
whereas in the case of real estate owned 
outright there is always the possibility 
of an appreciation in value. It is also 
urged that real estate should be consid- 
ered a proper investment at least in 
those cases where common stocks are 
considered, for while both classes of in- 
vestments are subject to appreciation 
and depreciation, neither the rise nor 
fall in value of real estate is quite so 
breathtaking as that of common stocks. 

My conviction is that both mortgages 
and real esate furnish perfectly proper 
media for investment of trust funds, 
when and only when they are subjected 
to the same careful tests which are now 
applied to other securities. 
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SURVEY 


A condensation of recent studies or reports on various phases of banking, 
finance and economics issued by banks, magazines, advisory services, business 
associations, Government bureaus and other organizations. 


RECOVERY IN BUSINESS PROFITS 
Monthly Report, The National City Bank of New York 


NNUAL reports of leading corpora- 
A tions issued thus far show that the 

marked increase in business vol- 
ume last year was accompanied, in a 
majority of cases, by a sharp recovery 
f net profits from the depressed 1938 
level. 

A preliminary tabulation of the re- 
ports of 370 leading manufacturing cor- 
porations, including those whose fiscal 
year closed prior to December 31, 
shows for 1939 combined net profits, 
less deficits, of approximately $329,- 
000,000 after taxes, which is practically 


double the $159,000,000 reported by 
the same companies in 1938. To a con- 
siderable extent, the sharp gain in the 
total is due to the fact that numerous 
companies which had operated in the 
red during 1938 moved into the black 
last year. 

Net worth or shareholders’ equity of 
this group aggregated $4,392,000,000 at 
the beginning of 1939, upon which the 
year’s profits represented an average re- 
turn of 7.5 per cent, against a return 


of 3.6 per cent upon a slightly higher 
net worth in 1938. 


POPULATION TRENDS AND REAL ESTATE 


New England Letter, The First 


UILDING operations in 1939 were 
the highest in a decade and were 
11 per cent above 1938. Practic- 
ally all of the gain made last year was 
accounted for by privately financed con- 
struction. The number of dwelling units 
built in 1939 is estimated at 475,000, 
a gain of 37 per cent over the preced- 
ing year. The outlook for this year is 
believed to be fairly promising. 
Serious consideration is being given 
to the possible effect upon real estate 
of the slowing down in the growth of 
our population. As the peak of births 
in this country was reached in 1928, 
the number of young persons attaining 
marriageable age will continue to gain 
‘or some time, with a consequent in- 


National Bank of Boston, Mass. 


crease in the potential demand for hous- 
ing. Because of the definite tendency 
toward fewer children, there will be a 
growing demand during the next few 
years for smaller homes, while large 
houses may become a drug on the mar- 
ket. The trend from large cities to 
suburban centers will likely continue 
and may be accelerated. Large city 
property may shrink in value, especially 
if near-confiscatory taxes continue. In- 
dustries will tend to migrate from large 
industrial centers to sections of low op- 
erating costs and favorable labor condi- 
tions. It would appear then that the 
long range influence of the population 
trend upon the construction industry 
will vary by types of building as well 
as by location. 
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FDIC REPORT SUMMARY 


Board of Directors, Federal Deposit Insurance Corporation 


URING 1939 the Federal Deposit 
Insurance Corporation disbursed 
$72,000,000 to protect depositors 

of sixty insured banks, bringing its pro- 
gram for rehabilitation of known prob- 
lem banks near completion. Losses on 
this outlay are not expected to exceed 
$17,360,000. 

_ The surplus of the corporation in- 
creased during 1939 by $32,166,000, 
amounting on December 31 to $163,- 
411,000. 

Disbursements for the protection of 
depositors of insolvent or hazardous in- 
sured banks from the beginning of de- 
posit insurance (January 1, 1934) 


through December 31, 1939, amounted 
to more than $148,600,000, of which it 
is estimated about $112,000,000, or 
about 76 per cent will be recovered. 

Full protection of all but 1,569 of 
877,223 depositors was extended in the 
312 insured banks closed or merged 
with the aid of FDIC loans through De- 
cember 31, 1939. Total deposits of the 
banks were $294,658,000, of which 97.4. 
per cent were made promptly available. 

There occurred during 1939 a net re. 
duction of 120 in the number of insured 
banks, 169 banks having been elimi- 
nated while only 49 were admitted to 
insurance. 


MOST DEPRESSION LOSSES NOT RECOVERED IN 1939 
The Conference Board, New York City 


ESPITE the steep upturn in busi- 
ness activity which began in the 
summer of 1939, averages for the 
year fell below those of 1937. 


In only 
9 out of 51 business indicators were 
depression declines completely _ re- 
gained, according to a comparative 
study made by the Division of Indus- 
trial Economics of The Conference 
Board. 

Although the 1939 averages exceeded 
those of 1938 in all indicators except 
silk consumption, nonresidential build- 
ing, commodity prices and new corpo- 
rate capital flotations, they fell behind 
those of 1937 in total industrial produc- 
tion, in carloadings, in value of depart- 
ment store sales and in new capital 
flotations, while wholesale commodity 
prices and security prices were sharply 
lower. 

The Conference Board analysis of 
the 1939 averages in comparison with 
those of the lowest depression year 
{1932 for most of the indicators) 
shows that in 1939 three-quarters (74.5 
per cent) of the depression loss from 
1929 levels in industrial production was 
regained. 
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Recovery in durable goods produc- 
tion was considerably below that of 
1937, despite the spurt late in the year. 
Index numbers based on 1929 as 100 
show that 69.7 per cent of the depres- 
sion loss in durable goods was regained 
in 1939. Recovery was considerably 
greater in non-durable goods, but 
reached only 82.7 per cent. 

Automobile production for the year 
fell far below that in 1937 and recov- 
ered only 54.8 per cent of its depression 
loss, partly because of strikes. 

Mining production as a whole fell 
below the 1937 record, and regained 
84.1 per cent of its loss, while bitumi- 
nous coal recovered only 35.4 per cent. 
Depression losses were more than re- 
covered in cotton, wool and boot and 
shoe manufacturing, and in the produc- 
tion of crude petroleum (215.8 per 
cent) and electric power (348.2 per 
cent). 

Construction contracts, which suffered 
severely during the depression, recov- 
ered 51 per cent of their losses. Ground 
regained in 1939, as compared with the 
lowest depression year in this business 
field, was as follows: residential build- 
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ing, 65.1 per cent; nonresidential con- 
struction, 28.4 per cent; public works, 
106.2 per cent; and public utility con- 
struction, 47.5 per cent. 

One of the most important indicators, 
total carloadings, showed a recovery of 
only 30.9 per cent of depression losses, 
and for the year as a whole was well 
below the 1937 level. 

Volume of department store sales 
almost equalled that in 1929, but in 
value these sales regained only half 
their losses. Rural retail sales for the 
year were slightly higher than in 1929, 
while variety store sales recovered 80.5 
per cent of the ground lost. 

Average wholesale commodity prices 
for 1939 were even lower than in 1938, 
and the extent of recovery in the vari- 
ous branches was as follows: all com- 
modities, 40.3 per cent; raw materials, 
35.4 per cent; semi-manufactures, 51.4 
per cent; finished goods, 42.2 per cent; 
farm products, 30.3 per cent; and foods, 
25.1 per cent. 


The Conference Board’s combined 
index for the cost of living of wage 
earners (1929100) shows an average 
of 85.1 for 1939, against 74.8 for the 
lowest year of the depression. The 
average for 1937 was 88.4. 

All stocks, while gaining moderately 
over 1938, were sharply under the 1937 
average. The extent of recovery from 
the depression low year was 28.7 per 
cent for all stocks, 40.8 per cent for 
industrials, 9.3 per cent for public 
utilities and only 1.5 per cent for rails. 

Corporate bond prices, averaged for 
1939, failed to reach the 1937 level, 
and showed a recovery of 42.5 per cent. 

New capital issues, which fell to 1.9 
(1929=100) in the depression low 
year, were little better in 1939, and far 
below both 1938 and 1937. The year’s 
recovery amounted to only 2.4 per cent. 
The notable rise in refunding opera- 
tions which has occurred in recent years 
continued, however, and the total ex- 


ceeded that of 1929. 


FOREIGN TRADE TREND UP 


Business Conditions Weekly, Alewander Hamilton Institute, Inc., New York City 


XPORTS for the full year were 

valued at $3,177,000,000 in 1939 

as against $3,094,000,000 in 1938. 
With the exception of 1937, when ex- 
ports were valued at $3,349,000,000, ex- 
ports in 1939 were the largest since 
1930. At the same time, they were far 
below the pre-depression figure of $5,- 
241,000,000 in 1929. 

The annual value of merchandise im- 
ported into the United States rose to 
$2,318,000,000 in 1939 from $1,960,- 
000,000 in 1938. The gain in imports 
was thus relatively greater than the gain 
in exports. Consequently, while exports 
still exceeded imports, the excess 
dropped to $859,000,000 in 1939 from 
$1,134,000,000 in 1938. 

Net imports of gold and silver into 
the United States rose in 1939 to the 
record high figure of $3,645,000,000 
from $2,197,000,000 in 1938. Imports 
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of gold and silver were thus more than 
sufficient to finance the export merchan- 
dise balance by a far wider margin 
than in 1938, especially since the export 
merchandise balance in 1939 was 


smaller than in 1938. 


The accumulation of foreign funds in 
the United States, which began in 1934, 
was consequently greatly accelerated in 
1939. This is shown by the fact that 
net gold and silver imports exceeded 
the amount needed by foreign countries 
to pay for excess purchases of Ameri- 
can goods by $2,786,000,000 as against 
$1,063,000,000 in 1938 and the pre- 
vious high figure of $1,840,000,000 in 
1935. 

The large amount of funds which for- 
eign countries have accumulated in the 
United States during the past six years 
should provide this country’s export 
trade with good support during 1940. 
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IMPEDIMENTS TO BUSINESS RECOVERY 


The Guaranty Survey, Guaranty Trust Company of New York 


S a means of aiding business, the 
borrowing and spending program 
of the Government not only is mis- 

directed but apparently tends to defeat 
its own purpose by creating uncertainty 
in the minds of the people regarding 
the economic future. Many of our citi- 
zens are seriously concerned over the 
outlook for taxes, Government credit, 
and the value of the currency; and this 
concern is an important factor in shap- 
ing business policies. 

The state of the Federal finance, how- 
ever, is not the only impediment, or 
perhaps even the chief impediment, to 
recovery. The persistent sluggishness 
of trade seems to be due largely to the 
numerous legislative and administrative 
obstacles and controls that make busi- 
ness relatively unprofitable and that 
cause enterprise and new undertakings 
to seem undesirable to business men and 
investors. The costs and risks of busi- 
ness have come to be disproportionate 
to the profits that can be reasonably 
expected. As long as these controls and 
impediments continue in full force, the 
fear will persist that drastic retrench- 
ment in Government expenditures would 
be followed by another major deflation, 
increased unemployment, reduced reve- 
nues, higher relief costs and another 
rise in the deficit. To a considerable 
extent, the present condition of the 
budget appears to be part of a vicious 
circle in which business and employ- 


ment are being retarded by so-called 
reform measures and temporarily stimu- 
lated by large injections of borrowed 
public funds. 

A large-scale reduction in Govern- 
ment expenditures, accompanied by a 
lightening of the present burdens and 
restrictions on business, is the only solu- 
tion. Neither higher taxes nor continued 
deficits will meet the requirements of 
the situation. It is doubtful whether, 
under any conceivable tax structure, 
the economic power of the country 
could be made to support anything ap- 
proximating the present scale of ex- 
penditures; and a continuance of heavy 
deficits can eventually lead only to dis- 
aster. Retrenchment and a liberation 
of business enterprise are urgently 
needed, for the country cannot long af- 
ford to carry the present burden. 

The budget for 1940-41 does not re- 
store the Government’s finances to a 
condition that can be considered sound 
or reassuring at the present stage of 
business recovery. The ability of the 
nation to throw off the burden of “emer- 
gency” expenditures is yet to be demon- 
strated. Escape from this burden is an 
essential condition of true and enduring 
economic welfare, but the task will re- 
quire a determination based on the 
realization that prosperity cannot be 


achieved by means of Government 
deficits. 


THE BUSINESS OUTLOOK 
Selected 


The Cleveland Trust Company 
Business Bulletin 


It is often said of military men that 
the only war for which they seem to 
be able to formulate plans and make 
preparations is the last war. There is 
much validity in those charges, and now 
we can see that they apply also to busi- 
ness men. The real reason why we 
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have just had a little business boom 
lasting four months is that when war 
broke out in Europe last September, 
business men in this country hurriedly 
made preparations that would have been 
prudent and profitable in 1914. 

They placed orders to replenish their 
inventories of iron and steel and other 
metals, and a good many of them or- 
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dered increased amounts of textiles. 
They hurriedly bought coal, and gave 
their brokers orders to purchase indus- 
trial stocks. They marked up the whole- 
sale prices of such commodities as they 
held in quantity. The railroads placed 
orders for new equipment and for rails. 
Automobile manufacturers expanded 
their production schedules, and private 
individuals ordered enough new cars to 
make the increased schedules seem jus- 
tified. Thousands of housewives stored 
away spare stocks of sugar. 

Now a new business relapse is under 
way. It is not as yet very serious, and 
iis causes are not at all shrouded in 
mystery. It has come because the 
preparations that business men made 
iast autumn were appropriate for the 
last war, and apparently not appropriate 
{or this one. Our exports have increased, 
jut unless far more numerous and 
larger war orders are placed than those 
that have so far been made, our economy 
is back in about the situation that it 
occupied before the war began. Our 


problems are still those of huge taxa- 
tion, idle men, idle dollars, and mul- 
tiple barriers impeding the expansion 


of business enterprise. 

Industrial production decreased by 
more than 6 per cent from December 
to January, and perhaps by about 4 per 
cent more from January to February, 
and there may well be another decline 
from February to March, for new or- 
ders in important lines are still run- 
ning well below current production. 
The solution of our short-term business 
problems still depends on the unpre- 
dictable developments of war and poli- 
tics. For the longer term our future 
economic welfare still depends on the 
attitude of the national Government to- 
ward business enterprise. 


Alexander Hamilton Institute 
Business Conditions Weekly 


Inventories began to be accumulated 
during the latter part of 1938, and this 
accumulation was greatly accelerated 
after the outbreak of the European war 


in 1939. Toward the end of 1939, in- 


‘ventories rose to an unusually high 


level. These excessive inventories ac- 
count for the downward trend of manu- 
facturing activity which began in De- 
cember and is still in progress. 

Under normal conditions, a further 
sharp drop in factory output would be 
expected to occur before the completion 
of the present period of inventory ad- 
justment. It is possible, however, in 
view of the inflationary effect of war, 
that the current slump in manufactur- 
ing activity may be less drastic than 
would otherwise be the case. 

Up to the present time, however, the 
war has created little inflation. Con- 
sequently, purchasing power has not yet 
expanded sufficiently to provide the 
needed adjustment in the inventory 
situation without a further pronounced 
curtailment of factory output. 

Nevertheless, the period of curtail- 
ment should be of relatively short dura- 
tion provided that a deflationary move- 
ment does not develop. Such a develop- 
ment is not probable as long as the war 
continues. Recessions caused by heavy 
inventories rather than by deflationary 
movements always give way in a rela- 
tively short time to resumption of ex- 
pansion in manufacturing activity. 


© 


IT is not our aim to shirk our re- 
sponsibility for the part we played 
with industry, municipalities, govern- 
ment and the general public in the 
spending orgy of the twenties. Nor is 
it our purpose to criticize our govern- 
ment or its officials. We realize that 
they have had a hard job ard have 
accomplished many things that will be 
of lasting value to our country. But 
we feel that it is now necessary that 
we have an opportunity to digest some 
of these things. ... We know that 
the years ahead hold a bright future 
for our country and what is needed to 
bring this about quickly is stability.— 
Joseph E. Hughes, president, New York 
State Bankers Association, and _ presi- 
dent, Washington Irving Trust Com- 
pany, Tarrytown, New York. 
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VIEWS 


Recent speeches given before national, regional or state groups—digested or 


excerpted for your convenience. 


PUBLIC UNDERSTANDING AND OUR FUTURE 


By Josepu E. Hucues 


President, New York State Bankers Association, and President, Washington Irving 
Trust Company, Tarrytown, N. Y. 


live in a day when there is 

great misunderstanding. We must 
think constantly of the public- 
interest aspect of our business. Great 
business institutions, banks, railroads 
and corporations, have in the past over- 
looked the importance of public re- 
action. Many of our large corporations 
have been overconfident of their posi- 
tions. From an economic point of view, 
they have done a good job. They 
thought that, by virtue of that fact, 
people ought to appreciate and under- 
stand them. They did not seem to care 
or to take the time to tell the public 
about their business which played such 
an important part in our standards of 
living and the molding of the future. 


This attitude also spread to smaller 
business, and much of the disfavor in 
which business has found itself in re- 
cent years, as far as the public is con- 
cerned, has been due to this over- 
confident attitude. 

Public understanding of how we 
serve and how much we serve will de 
termine our future. We have the im 
portant task of educating the people to 
a better understanding of banking. Wé 
have a story to tell that should be told 
with dignity and thoughtfulness. It is 
necessary for us to have the public know 
who we are, what we do and what we 
really stand for.—From an address be- 
fore the recent Mid-Winter meeting oj 
the New York Bankers Association. 


TRUST PUBLIC RELATIONS EFFORT NECESSARY 
By H. R. Harris 


Vice-President, Central National Bank of Cleveland, Cleveland, O. 


F we are to reach the goal of satis- 

factory personal relations, construc- 

tive and affirmative support of the 
complete trust personnel is required. 
The head of the trust department sets 
the pace, but his same spirit of sincere 
interest in the customers’ affairs and 
willingness to help in solving their dif- 
ficulties must filter down through the 
entire department if the finest and most 
profitable results—satisfaction-wise and 
dollar-wise—are to obtain. 
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relations 


personal 
based on mutual understanding between 


Successful are 
customers and trustees. It follows 
logically that this understanding in turn 
presupposes knowledge, each of the 
other. Usually such knowledge is only 
acquired laboriously and over a long 
period, through careful and well 
planned education of all parties con- 
cerned. 

Our efforts should largely be a con- 
tinuous undertaking to inform our cus- 
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tomers-more intimately of our methods 
of operation, the reasons for doing cer- 
tain things as we do, the limitations of 
action prescribed by statute, and most 
important of all to get them to know 
us, ourselves. 

If we can arouse and hold the cus- 
tomer’s interest, we can serve him an 
“education” which will reward us with 
a far more sympathetic appreciation of 
our efforts in his behalf than we could 


BUSINESS MUST SPEAK UP 


By Louis K. Comstock 





otherwise hope for. Probate practice, 
trust department procedure, mechanical 
operations within the department, 
should attract his active interest. The 
methods employed by a modern trust 
company in handling its investment ac- 
counts can always be made interesting 
and impressive to the layman.—From 
an address before the recent ABA Mid- 
Winter Trust Conference, New York 
City. 







Former President, The Merchants Association of New York 


P¥NHERE is no doubt about it that, 
Lit those who bear the burden of 
maintaining private enterprise in 
the United States are going to get help, 
they have got to help themselves, and 
ihey have got to start in right away. 
They have got to work very hard at it; 
ihey have got to enlist support in what- 
ever quarters they can find it. They 
have got to be very vigorous, very vocal 
and extremely determined, for the 
forces that are opposing private enter- 
prise are very strong. 
The real danger doesn’t come from 


THAT MEAD BILL 
By E. W. Porter 


communists—their work can be recog- 
nized. The real danger is much more 
subtle—-it comes from professing friends 
of our system of government who are, 
nevertheless, taxing and regulating pri- 
vate industry to the point where it can’t 
function. 

This may not be taxation with- 
out representation, but it is certainly 
taxation without sufficient considera- 
tion of the results—-From an address 
before a recent mid-winter meeting of 
the New York State Commercial Secre- 
taries’ Conference. 


Secretary, Idaho Bankers Association 


HERE are two general classes of 
business operators. First, the con- 
servative, sound type—-satisfied to 
live and let live, willing to render good 
service for a medium profit, who go 
along well pleased with their reasonable 
part of the business of the community 
and who, as a consequence seldom need 
unusual or “emergency” financing. 
Second, the promotion type—Na- 
poleons of business who, if they “only 
had enough capital could get all the 
trade,” willing to try anything once 
end contemptuous of their slower com- 
petitors. ‘This is the type which could 
and would, if permitted to do so, ab- 





sorb all the credits any bank could fur- 
nish, leaving all the headaches to the 
banker. This is the type which is 
bringing pressure for passage of the 
Mead Bill, whereby insolvency could be 
unloaded on the bent back of Uncle 
Sam and ultimately the tax payers. 

If this bill would only drop out. the 
word “credit” and substitute “grant,” 
“sratuity,” “gift,” or “subsidy,” thus 
frankly placing itself in the field of 
pure politics and relieving the banking 
structure of the burden, perhaps the 
banks and bankers would feel only the 
concern that an average citizen should 
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have in matters close to the welfare of 
the country. 

However, S. 2998 proposes to estab- 
lish a permanent Industrial Loan Cor- 
poration to assist institutions or banks 
in making “credit” available to com- 
mercial and industrial activities. 

The bane to orderly business is a 
competitor of the second type men- 
tioned. His early demise is looked for- 


ward to with eagerness by one and all. 
The Mead Bill proposes to prolong his 
life at the expense of the tax payers and 
the expense also of his steady, law abid- 
ing and successful competitors. The 
flashy energetic promoter is usually 
very noisy along all lines, but especially 
so in the realm of politics. And that 
is where the Mead Bill comes in.—From 


the Idaho Bankers Association Bulletin. 


DEFICIT SPENDING AND THE NATIONAL INCOME 
By Hartey L. Lutz 


Professor of Public Finance, Princeton University 


E are told that we must continue 

the budget deficit now in the hope 

of raising the national income to 
$80,000,000,000. If and when that level 
is reached, the spending effort will have 
carried the Federal budget into new 
high levels and we shall then be told 
that the tax system cannot produce 
enough revenue to balance the budget 
while the national income is_ only 
$80,000,000,000, but that it can do 
this when the national income is up 
to $90,000,000,000. 

If we allow this particular cat to 
keep on chasing its tail the taxes that 
can be collected from a $90,000,000,- 
000 national income will not suffice to 
cover the kind of spending program 
that was launched to build us up to the 
$90,000,000,000 income level and we 
shall be told that the Government is 
shooting at $100,000,000,000, where it 
hopes to balance the budget. 


This kind of logic belongs in the 
same class with theories of perpetusl 
motion and bootstrap levitation. There 
is no question that the nation can de- 
velop a producive capacity which wi'l 
result in a national income of $90,006.- 
000,000 to $100,000,000,000, computed 
at current price levels. To do this, 
however, will require a volume of capi- 
tal and an intensity of entrepreneurial 
direction greater than anything we have 
yet experienced. The needed driving 
force must come from private economy. 
It will never come from a policy of 
governmental deficit financing. A con- 
tinuation of that policy is certain to be 
a retarding influence in the long run, 
and the larger the public debt becomes 
in the process, the more of a drag it 
will be.—From an address before the 
recent ABA Mid-Winter Trust Confer- 
ence, New York City. 


OVERLAPPING TAXATION MUST BE OUTLAWED! 


By Louis S. HEADLEY 
Vice-President, First Trust Company of St. Paul, St. Paul, Minn. 


AIRNESS requires not only exemp- 
tion from double taxation for all 
citizens, but freedom of movement 
for citizens and their intangibles any- 
where within the confines of the nation. 
But necessity and fairness alone may 
not move legislative bodies. It must 
also be made to appear that complete 
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exemption is in the self-interest of the 
states. While not suscepible of mathe- 
matical demonstration the argument is 
not difficult. It is the same as that for 
“reciprocal” legislation, but more in- 
clusive. 

States which exempt the intangibles 
of non-residents will attract capital, 
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and those which do not will repel it. 
This is true of trusts, and agencies, and 
of all forms of money in business. Capi- 
tal will go where it is not in danger of 
a second tax. Stocks in corporations 
organized in states which tax its trans- 
fer will be avoided, and the corpora- 
tions themselves will tend to move to 
states which do not. 

The advantage of corporations and 
foreign capital within a state requires 
but little demonstration. The manage- 
ment of capital means increased em- 
ployment with more taxes from man- 
agers and their employes. Money once 
in the state passes from hand to hand, 
ind its importance increases with its 
velocity. This is true whether the for- 
eign wealth is administered in trust or 
is used in other ways. 

An abundance of capital stimulates 
building and industry with attendant 
advantages to the locality where it is 
at work. The full understanding of this 
by the states was apparent in the eager- 
ness with which their officials assured 
investors, where possible, that foreign 


funds within their borders were not 
jeopardized by the recent decisions. 
Moreover it is probable that foreign in- 
tangibles, under many circumstances, 
are subject to personal property taxes 
and so furnish an important source of 
income, although the danger and un- 
wisdom of a double “ad valorem” tax, 
or its equivalent through an income tax, 
is a matter deserving of careful con- 
sideration. 

The disadvantages to the exempting 
state, on the other hand, are slight. 
Taxes collected on the transfer of for- 
eign intangibles were never large. The 
cost of collecting was always dispropor- 
tionately heavy. The net amount will 
tend to decrease rather than increase. 
People have become more and more 
“tax-wise.” They will not bring their 
intangibles into states which tax their 
transfer or will remove them before the 
taxable event occurs. Corporations will 
avoid states which burden their share- 
holders with a double tax.—From an 
address before the recent ABA Mid- 
Winter Trust Conference, New York 
City. 


MISLEADING INTEREST RATES OBJECTIONABLE 


By Puiny W. WILLIAMSON 
State Senator, New York State Legislature 


(Nore: Following is a portion of the 
statement made by Senator Williamson in 
connection with his recent introduction of 
bills calling for a reduction of interest rates 
in the State of New York, and authorizing 
the State Banking Department to make a 
survey of loaning practices so that mislead- 
ing advertisements regarding interest rates, 
loans conditions, etc., might be prohibited, 
especially in the field of small loans): 


NY reasonable man will agree that 

a borrower should know what his 

loan is costing him. It is the pres- 
ent practice of banks to state the cost 
of borrowing in terms of a discount 
rate applied to the original sum bor- 
rowed. To this stated discount rate are 
frequently added charges for insurance 
and other purposes, and as the loans 
are uniformly paid off in regular weekly 


THE BANKERS MAGAZINE for March; 1940 


or monthly installments, the stated rate 
of interest or discount actually becomes 
something quite different when ex- 
pressed in terms of simple interest upon 
the amount of which the borrower has 
the use. 

Under this plan the borrower con- 
tinues to pay interest on that part of 
the loan which he has already paid off, 
and the true cost, expressed in terms of 
interest on money of which one has had 
the use, becomes approximately double 
the stated discount rate. 

Methods which make the rate appear 
to be lower than it actually is are highly 
objectionable, if not worse. These 
methods are causing many of our peo- 
ple, unskilled in accounting, to pay 
more than they think they are paying, 
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more than they would be required to 
pay elsewhere. The number of bor- 
rowers, the total amount borrowed, 
surely requires that legislation be pre- 
pared requiring a full disclosure of the 
terms of loans and probably a reorgan- 
ization of the interest rates. 

It isn’t only the small loan borrower 
who needs protection. In this day of 
easy rates of money there is still many 
a mortgagee who is exacting, where he 
may under his bond, interest at the rate 
of over 5 per cent. Where such interest 
and taxes are paid, the moratorium as 
to that mortgage should be automatic- 
ally extended. 

The present legal rate of interest is 
outmoded. Conditions having changed, 
the rate of interest should be changed. 


It is not good business to attempt to 
freeze into the law the price to be paid 
for any commodity. Some provision 
should be devised to grant elasticity in 
adapting legal rates of interest to busi- 
ness conditions and to the flow of capi- 
tal in and out of the lending field. This 
problem as well as the others enumer- 
ated above should receive study before 
any legislation is effected. I am pro- 
posing that such study be instituted. It 
is ordinarily the custom that this work 
be placed under the direction of a legis- 
lative commission. This work, if be- 
gun, should be continuously pursued. 
Consequently, it should be given to a 
body more permanent in _ personncl 
than any legislative commission could 
be. I suggest the Banking Department. 


FIDUCIARY PROBLEMS AND QUESTIONS 


By Rowanp E. CLarK 


President, Trust Division, American Bankers Association, and Vice-President, Nation! 
Bank of Commerce, Portland, Me. 


N the conduct of our fiduciary busi- 
ness, many problems and questions 
arise which often perplex us and 


frequently slow up our progress. In 
recent year one of our most trouble- 
some situations has been the increased 
cost of conducting our trust business, 
accompanied by decreased gross earn- 


ings. As a result of this situation, we 
have been forced to work out adequate 
cost accounting methods, and to analyze 
our costs of trust department operation 
and to weigh carefully the adequacy of 
fees chargeable in our respective trusts, 
in the hope that those charges might 
be revised and placed on a more 
equitable basis. Because of lowered in- 
terest rates on our investments, trust 
fees computed on income and charged 
to income have rapidly decreased. The 
possibility of computing at least a part 
of our year-to-year commissions on 
principal rather than entirely on income 
must therefore of necessity be con- 
sidered. 

The problem of lack of uniformity 
in the reporting of trust assets has also 
been demanding attention, since any 
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statistics or estimates based on such re- 
ports are misleading to the public and 
to ourselves. The method of reporting 
trust assets varies quite materially in 
different parts of the country, and in 
fact within some of the larger cities the 
methods of the various trust institutions 
are not uniform. Some trust institu- 
tions report their investments on a unit 
basis, others on a cost basis, and still 
others on an inventory basis. 

In the field of public relations, as 
concerns both the general public and 
our present customers, there is probably 
a lack of accurate knowledge as to just 
what our corporate functions consist of 
and how we administer the various types 
of accounts placed in our care. Closely 
related to this problem is that of our 
duty in the acceptance of new business. 
Is there a social duty on our part to 
accept all business which is offered to 
us, even though the compensation for 
that service may be so inadequate that 
we can only administer the account at 
a loss to ourselves, or is our obligation 
such that we must remember that our 
respective trust institutions must earn 
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a reasonable profit for the administra- 
tion of all new business accepted? 

In our trust departments, operating 
and administrative problems are always 
without number. In the field of invest- 
ment of our trust funds, the obstacles 
we now encounter are staggering and 
burdensome. Unreasonably low rates 
of income; insufficient supply of high 
grade securities, due largely to the 
small number of new issues and to the 
sale en bloc of refunding issues to the 
larger insurance companies; certainly 
that when interest rates do increase, then 
low coupon, long term high-grade bonds 
which are now available will drop to 
unreasonably low market prices; im- 
possibility of satisfactory diversification 
due also to the small number of new 
issues; abnormally low yield on Gov- 
ernment and municipal honds; all 
these and many more difficulties present 
themselves in the investment of trust 
funds. 

Even when we discover a chance to 
make use of United States Savings 
Bonds in some of our trusts we find 
one bureau of the United States Treas- 
ury Department enthusiastically boost- 
ing these bonds for sale to trustees, and 
at the same time another bureau of the 
department handing down income tax 
rulings which result in making it al- 
most impossible to purchase the bonds 
for trust funds. Surely those of us who 
have been in the fiduciary business for 
some years now look back with awe 
and veneration on the good old days 
of 1920 when we could purchase United 
States Liberty Loan Fourth 414s at 
around 85, and when many of our trust 
investment committees then had stand- 
ing votes that all available principal 
cash should be invested in bonds of 
that issue. 

Other operating problems arise to. 
plague us because of lack of uniformity 
in transfer requirements in the various 
states. New social legislation imposes 
new duties and additional costs of op- 
eration by reason of the requirements 
of the different phases of the Social Se- 
curity Act and the Wages and Hours 
Act. These acts and other Federal and 
state acts entail compliance with regu- 


lations without number which are be- 
wildering and often burdensome. Yet 
it is our duty to comply with them 
wholeheartedly and within the spirit as 
well as the letter of the law and regu- 
lations. 

New or increased taxation of all 
kinds is imposed upon us and our trust 
accounts. New income tax regulations 
make the administration of those ac- 
counts more difficult. United States 
Supreme Court decisions resurrect the 
possibility of the iniquitious multiple 
state-inheritance taxation of intangibles 
which we had supposed was buried for- 
ever. 

Many more problems and obstacles 
might be mentioned. This is not in- 
tended to be a pessimistic enumeration, 
but rather what is, I hope, an accurate 
consideration of some of the things 
which make our path more difficult, but 
yet which may be either endured with 
equanimity or conquered by foresight 
on our part, and perhaps with the as- 
sistance of the Trust Division——From 
an address before the ABA Mid-Winter 
Trust Conference, New York City. 
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AT a time when democracy is being 
subjected to a rigorous test of endur- 
ance, your responsibilities assume a new 


and broader significance. You are the 
guardians, not merely of property inter- 
ests, but in a larger sense you are the 
trustees of a great American institution 
which for more than a century has 
grown as an integral part of our demo- 
cratic system. 

This system will maintain its position 
of eminence among nations so long as 
men and women in all walks of life per- 
form their duties with the realization 
that upon them rests some share of re- 
sponsibility for making democracy 
work. In this endeavor, this audience 
has a vital part to play because it is to 
you that democracy has assigned the 
task of safeguarding and putting to con- 
structive use the savings of millions of 
your fellow citizens—William R. 
White, New York State Superintendent 
of Banks, at the Savings Banks Associa- 
tion of New York convention. 
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ADVERTISING and 
PUBLIC RELATIONS 


Recent developments in bank advertising and public relations work 


First Day Cover 


An excellent piece of publicity, per- 
fectly tied in with local sentiment, was 
the mailing of first day covers of the 
new Washington Irving stamp by The 
Irvington National Bank, Irvington, 
New Jersey. Previous to the date of 


‘“EYE-CATCHERS”’ 


These bank ad heads caught our 
eye and made us read the ad. How 
about you? 


*‘Scarlett O’Hara’’ 
An Early Customer 
—First National Bank, Atlanta, 
Georgia. 


‘“What’s She Got That 
I Haven’t Got?”’’ 
—Worcester County Institution 
For Savings, Worcester, Mass. 


‘‘I’d Rather Have My Piece of 
Paper Than Her Yacht.’’ 

—Fidelity-Philadelphia Trust 

Company, Philadelphia, Pa. 


‘500 Bucks in My Savings Bank 
Is Worth a Grand to Me.’’ 
—The Mutual Savings Banks of 
Manhattan, Bronx and West- 
chester, New York. 


You, Too, Share in the Earnings 
of 4,532 Fellow Workers. 
—The Broad Street National 
Bank, Trenton, N. J. 


issue of the stamp, ihe bank offered first 
day covers to anyone bringing in old 
pictures of Irvington to augment the 
bank’s “Oldtime Irvington” exhibit. 
The covers—envelopes bearing a pic- 
ture of Irving, and three one-cent Irv- 
ing stamps with “First Day of Issue” 
cancellation—were mailed from Tarry- 
town, New York; homeplace of the 
famous author. An explanatory letter 
expressed appreciation for the recipi- 
ent’s codperation in the picture exhibit, 
and called attention to the fact that in 
the 1850’s the name of the hamlet of 
Camptown was changed to Irvington in 
honor of Washington Irving. 


‘‘Industry’s Contributions’’ 


Illustrated by a woman pressing a 
button, an ad in the “Industry’s Con- 
tributions to Better Living” series being 
carried by the Marshall & Ilsley Bank, 
Milwaukee, is titled “This Woman Is 
Tending Furnace.” Copy reads: 

“Heating the house need not be a 
daily chore of firing and tending a heat- 
ing plant. Just setting a thermostat for 
the desired degree of warmth in the 
modern home puts automatic heating 
equipment into action—provides a more 
healthful, even temperature throughout 
the house and relieves the householder 
of a constant care. 

“This is the heating equipment in- 
dustry’s contribution—the manufactur- 
ers and sellers of stokers, oil burners, 
gas furnaces—aid to better living; an 
achievement remarkable not only for its 
technical perfection but also because of 
the availability of this equipment at 
prices well within the reach of a family 
of modest means. 
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“By making loans to heating equip- 
ment manufacturers, distributors, deal- 
ers and individual purchasers—this 
bank does its part in contributing to 
better living—bringing more and better 
goods to more people, at reasonable 
cost.” 


‘**You’re in Business’’ 


Presenting the case for business ap- 
proximately 25,000 outdoor boards 
throughout the country will soon carry 
the message “If you work for a living, 
you're in business. What helps busi- 
ness helps you.” Sponsored by the 
Chamber of Commerce of the United 
States, this campaign is expected to be 
seen by at least 72,000,000 persons 
daily. Space was donated by the out- 
door advertising industry, through the 
coéperation of Kerwin H. Fulton, presi- 
dent, Outdoor Advertising, Inc. 


Check Service Publicity 


A three column illustration of the 
bank’s new “register check,” a two col- 
umn reproduction of the check stub, and 
a third of a column write-up in the local 
paper was recently forthcoming when 
Samuel L. Conard, assistant cashier of 
the Broad Street National Bank, Tren- 
ton, New Jersey, thought of the clever 
idea of paying for a subscription to the 
paper by one of these checks. As The 
Trenton News described the service, in 
part: 

“It will be observed that the sample 
pictured here represents payment for a 
year’s subscription to the News. That, 
in itself, is important. However, the 
“register check’ can be used to pay other 
bills, too. If you don’t have a check- 
ing account and you want to pay by 
check, here’s all you need to do: Drop 
into any of these four banks, go to the 
register check window, fill out a check 
for any amount up to $100, pay the 
clerk the face amount of the check and 
an additional ten cents for service fee 
and out you go with the document in 
your hands. It makes unnecessary the 
always dangerous practice of sending 
cash through the mails. In order to 


guarantee. the check against duplication, 
the bank teller first numbers your check 
with an automatic numbering machine 
and then cuts the amount into the check 
and stub with a special check pro- 
tector.” 


Loan Check List 


“Installment Loans for Any Useful 
Purpose,” is the caption of a recent 
newspaper ad of the First National 
Bank, St. Louis, Mo. A check list of 
purposes for which loans are frequently 
made was given in the ad, setting forth: 
doctors’ bills, hospital bills, insurance 
premiums, opportunities, educational 
fees, business obligations, taxes, home 
repairs, winter supplies. Copy reads: 

“Check your requirements and see 
our personal loan department. We make 
loans to credit-worthy individuals for 


“ee 
You Waa 
. In gong 


to college” 
C 


Above is one of the advertisements in 
the campaign recently awarded first 
honorable mention in the Edward Bok 
advertising awards sponsored by 
Advertising and Selling Magazine. 
The award, for “technical excellence 
and ethical soundness for an adver- 
tisement or series of advertisements 
appearing in any medium sponsored 
by one or more trade associations, 
one or several related industries or 
geographical interests,” was presented 
to the Savings Bank Committee of 
The Mutual Savings Banks of Man- 
hattan, Bronx and Westchester, New 
York, and to their advertising agency, 
Newell-Emmett Company, Inc. 
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BREAKDOWN OF BANK ADVERTISING BUDGETS 


Banks of 
$100,000,000 
and over 
(Per Cent) 
By MEDIA: 


Newspapers 

Direct Mail 

Sectional 
Periodicals 

Novelties 

Radio 

Car Cards 

Outdoor 

Displays 

National Magazines 


By DEPARTMENT 
ADVERTISED: 
Savings 
Trust 
Banking 
AM. aiiciscsseeecctics 
Safe Deposit 


useful purposes at reasonable rates, 
which may be repaid in convenient 
monthly installments. 

“The requirements of the small bor- 
rower—for personal or business pur- 
poses—are of interest to us as well as 
those requiring larger loans. 

“It is not necessary that you be a 
customer of the bank in order to apply 
for a loan. Ask for further informa- 
tion—by telephone, mail, or in person.” 


1940 Advertising Up 


According to a report prepared by 
the Financial Advertisers Association 
Research Committee on Financial Ad- 
vertising Appropriations for 1940, of 
which George Dawson, advertising man- 
ager of the Wells Fargo Bank and Union 
Trust Company, San Francisco, is 
chairman, “increases in 1940 advertis- 
ing budgets are indicated for 30 per 
cent of the banks in the United States, 


272 


$50,000,000 


$100,000,000 
(Per Cent) 


$25,000,000 

to to 

$50,000,000 
(Per Cent) 


Under 
$25.000,060 
(Per Cent) 


54 56 
25 15 


a 
7 


while 65 per cent of them will operate 
under the same appropriations as in 
1939.” 

Only 5 per cent of those replying to 
the FAA questionnaire reported possible 
decreases in 1940 budgets. 

“Newspapers are by long odds the 
chief means for carrying banks’ adver- 
tising stories to the public, with direct 
mail in undisputed second place,” ac- 
cording to the report. “Sectional 
periodicals and novelties are next in 
importance, with the rest of the budget 
spread among radio, street car cards, 
outdoor, lobby and window displays 
and national magazines. The most lib- 
eral use of radio is by banks of $100,- 
000,000 resources and over, or by those 
of $25,000,000 and under.” 

The average percentages of the budget 
allotted to various media and to various 
departments of the bank are shown in 
the accompanying tabulation prepared 
by the committee. 
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Famous Americans’ Checks 


An historic exhibit of checks of 
famous Americans, prepared by the 
Colonial Trust Company of New Yock, 
was recently placed on display in the 
bank’s main office. The exhibit includes 
the checks and photographs of 36 men 
famous in the early business, political, 
military, naval, scientific and literary 
history of the country. Earliest dated 
check is one of John Morgan, a Colonial 
naval officer, dated May 17, 1817. 
Others include: James Buchanan, Rob- 
ert E. Lee, Phil H. Sheridan, P. T. G. 
Beauregard, Ralph Waldo Emerson, 
Nathaniel Hawthorne, Walt Whitman, 
S. L. Clemens, Thomas Edison, John 
Burroughs, etc. 


“Thanks to Thrift’? 


With the running head “Thanks to 
Thrift,” the East River Savings Bank, 
New York City, is carrying a series of 
outdoor boards calling attention to the 
rewards of saving. First in the series 
illustrates a home, the only copy being 
“Yours—Thanks to Thrift,” and the sig- 
nature of the bank. Another shows a 
fireplace, dog, and man in easy chair, 
with copy: “Contentment . . . Thanks 
to Thrift.” Others in the series are de- 


voted to education, vacation, bills paid, 
etc. 


Doctor Bill Loans 


Illustrated with the photo of a smil- 
ing doctor, and headed “This is Dr. 
Richard Lansing,” a recent ad of the 
State-Planters Bank and Trust Com- 
pany, Richmond, Virginia, sets forth the 
personal loan solution to the problem 
of doctors’ bills. Copy reads, in part: 

“Dr. Lansing is a family doctor and 
like most family doctors he does a lot 
of charity work. And like most other 
doctors he frequently has a lot of slow 
accounts . . . accounts of people who 
put their doctor off until last. Dr. 
Lansing’s collections have been improv- 
ing recently, however, thanks to State- 


Planters Income Loans. Many of his 
patients are financing their bills with 
him through an Income Loan. The re- 
sult? Dr. Lansing is happy because his 
bills are being paid in cash. His 
patients are satisfied because they are 
retiring their obligations in easy 
monthly installments without disturbing 
their budgets.” 

The ad continues with a description 
of costs, arrangements, etc., for a per- 
sonal loan. 


Selling Statement 


A real seling job is the attractive 
statement of condition recently issued 
by the Federation Bank and Trust 
Company, New York City. Nine by 
twelve inch size, with a stiff cover and 
four pages of copy, this statement is 
illustrated with a photo of the bank, 
and a short foreword reading: “The 
officers of the Federation Bank and 
Trust Company feel that those who use 
its services are entitled to know more 
about the operation and development of 
the bank. And so in this booklet we 
have given a quick picture of the actual 
PROGRESS made in recent years in 
every branch of our varied interests.” 

The center spread contains photo- 
graphs of the bank lobby, and pictorial 
charts of the bank’s growth in deposits, 
surplus, undivided profits, reserves, per- 
sonal loans, commercial loans, checking 
accounts, Christmas Clubs, dividends 
paid, and special interest accounts— 
comparisons being made between 1933 
and 1939 year ends. The fourth page 
contains reproductions of articles ap- 
pearing in various publications regard- 
ing the bank. 

An especially attractive feature of 
the statement folder is the arrangement 
for carrying a twelve-page booklet con- 
taining the annual report of the presi- 
dent. A pocket for this book has been 
arranged on the back of the front cover 
of the folder, a cellophane window 
plainly displaying it. 
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Special Days and Weeks 


Printers’ Ink Magazine 


HE following list of special days 

and weeks to be observed during 

the balance of 1940 is reprinted, 
with permission, from a recent issue of 
Printers’ Ink. We bring it to the atten- 
tion of our readers with the thought 
that it may aid in the planning of ad- 
vertising or publicity to tie in with local 
observance of these occasions. The 
name and location of the association or 
group sponsoring such special days or 
weeks is given in each case so that de- 
tailed information may be obtained if 
desired: 
March 18-23— 

Shoe “Check-Up” Days 
National Leather & Shoe Finders Assn., 
St. Louis, Mo. 

March 26-29— 

Package Week 
American Management 
York 

March 30-April 6— 

Baseball Week 
The Sporting Goods Dealer, St. Louis, 
Mo. 

April 15-20— 

Foot Health Week 
National Foot Health Council, Rock- 
land, Mass. 

April 15-20— 

Garden Week 
General Federation of Women’s Clubs, 
Washington, D. C. 

April 22-27— 

Accident and Health Insurance Week 
Mr. Clement Dempsey, Travelers Ins. 
Co., New York 

April 25-May 4— 

Hardware Open House 
National Retail Hardware 
Chicago 

April 27-May 4— 
Fishermen’s Week 
The Sporting Goods Dealer, St. Louis, 


pA 


Assn., New 


Assn., 


April 28-May 4— 

Better Homes Week 
Better Homes in America, West La- 
fayette, Ind. 

April 29-May 4— 

Baby Week 

Earnshaw Publications, Inc., New York 
May 4-l1— 

Golf Week 
The Sporting Goods Dealer, St. Louis, 
Mo. 

May 5-l1— 

Music Week 
National Music Week Committee, New 
York 

May 5-11— 

Raisin Week 
Fresno County Chamber of Commerce. 
Fresno, Calif. 

May 6-11— 

Posture Week 

S. H. Camp & Co., New York 
May 6-12— 

Restaurant Week 

National Restaurant Assn., Chicago 
May 12— 

Mother’s Day 
Originated by Ann Jarvis, 1908; pro- 
claimed by Pres. Wilson, 1914 

May 12-18— 

Bottled Carbonated Beverage Week 
American Bottlers of Carbonated Bev- 
erages, Washington, D. C. 

May 15— 
Straw Hat Day 
May 19-25— 
First Aid Week 


National Assn. 
Chicago 


of Retail Druggists, 


May 25-June 1— 
Tennis Week 
The Sporting Goods Dealer, St. Louis, 
Mo. 


June 2-8— 
Hotel Week 
American Hotel Assn., New York 
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June 9— 

Flower Shut-In Day 
Florists’ Telegraph Delivery Assn., De- 
troit, Mich. 

June 16— 

Father’s Day 

Father’s Day Committee, New York 
June 23— 

Accident and Health Insurance Day 
Wm. C. Jeffrey, Ocean Accident & 
Guarantee Corp., New York 

June 24-29— 

Iced Coffee Week 
Pan American Coffee 
York 

June 24-29— 

Swim for Health Week 
National Swim for Health Committee, 
New York 

September 9-14— 

Retail Demonstration Week 
National Retail Dry Goods Assn., New 
York 

September 9-14— 

Shoe “Check-Up” Days 
National Leather & Shoe Finders Assn., 
St. Louis 

September 15— 

Felt Hat Day 

Hat Life, New York 
September 21-28— 

Furniture Week 
National Furniture Review, 
Illinois 

September 22-28— 

Dog Week 

National Dog Week Assn., Chicago 
October 6-12— 

Fire Prevention Week 
National Board of Fire Underwriters, 
New York 

October 13-19— 

Candy Week 

National Confectioners’ Assn., Chicago 
October 14-19— 

Donut Week 
National Donut Week Committee, New 
York 

October 19— 

Sweetest Day 

National Confectioners’ Assn., Chicago 
October 20-26— 

Pharmacy Week 

‘National Pharmacy Week, Omaha, Neb. 
October 21-26— 

Retail Grocers’ Week 
National Assn. of Retail Grocers, Chi- 
cago 

October 21-27 (tentative)— 

Better Parenthood Week 

The Parents’ Magazine, New York 


Bureau, New 


Chicago, 


October 27-November 2— 
Girl Scout Week 
Girl Scouts, Inc., New York 
October 31-November 6— 
Apple Week 
International Apple Assn., Rochester, 
ae 
November 10-16— 
American Education Week 
National Education Assn. of the U. S., 
Washington, D. C. 
November 10-16— 


Book Week 
R. R. Bowker Co., New York 
November 11-30— 
Red Cross Roll Call 
American National Red Cross, Wash- 
ington, D. C. 
December 2-7— 
Prosperity Week 
Christmas Club, New York 


December 25, 1940-Jan. 1, 1941— 
Hobby. Week 
The Hobby Guild of America, New 
York 
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TOURIST PROMOTION 


Streamlined highway bulletin boards 
are being used by the Valley National 
Bank, Phoenix, to promote the tourist 
industry in Arizona and to build result- 
ing good will for itself. 

The boards have been placed at all 
important highway entrances to Ari- 
zona, and carefully arranged to extend 
tourist travel throughout the state. 
Thus, the traveler whose destination is 
Tucson, in southern Arizona, is greeted 
with a board picturing—not some scene 
near Tucson, but the Grand Canyon, on 
the northern edge of the state. And 
it’s on the highway leading to Globe, 
in the mountainous central section of 
Arizona, that the tourist is confronted 
with a picture designed to lure him to 
Tucson—but not until after he has 
made his intended visit to the Globe 
area, for the highway on which the dis- 
play is located does not lead directly to 
Tucson. 

Ten words—“Statewide Service. . . . 
Nineteen Friendly Offices... . 40th 
Anniversary. . . . Valley National Bank” 
—carry the institution’s advertising 
message on each of these scenic-pictor- 
ial boards. 
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BRIEFS 


Items of interest from many sources—condensed for quick reading 


Certified Credit Checks 


Personal loan, travelers’ check, and 
checking account advantages are com- 
bined in the new “Certified Credit 
Check” service offered by the Empire 
Trust Company, New York City. The 
bank describes the procedure under this 
plan as follows: 

“John Smith is employed by the 
Jones Company at $35 a week. He 
comes to the bank, establishes his iden- 
tity and credii, and receives $30 worth 
of certified credit checks in $5 and $10 
denominations. He signs each check 
once at the bank, just as with travelers’ 
checks, and the bank adds its official 
signature certifying payment. 

“John Smith deposits no money, pays 
nothing in advance, but has $30 worth 
of bank checks that need only his 
countersignature to be valid. Within 
three days after his pay day following 
the date he issued the checks, he settles 
with the bank for each check used, pay- 
ing principal and service charge.” 

The new plan aids the customer, since 
he is thus enabled to pay by check, and 
by a type of check which, like a travel- 
ers’ check, is self-identifying and ac- 
ceptable without question. Service 
charges are 15 cents for each $5 check 
used, and 20 cents for each $10 check, 
no charge being made for those not used 
by the customer. 


Powers to ABA 


Appointment of William Powers, 
assistant cashier and manager of per- 
sonnel and training of the National 
Bank of Detroit, to the post of director 
of customer relations of the American 
Bankers Association, is announced by 
Robert M. Hanes, president of the asso- 
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ciation. Mr. Powers has been an in- 
structor in the Detroit Chapter of the 
AIB since 1929, graduated from The 
Graduate School of Banking in 1937, 
and during the past two years has been 
an instructor of The Graduate School 
in personnel relations. 


F. S. & L. Mortgage Loans 


A total of $1,355,852,158 in home. 
mortgage loans has been advanced by 
Federal savings and loan associations 
since 1934 when Congress authorized 
the chartering of these locally owned 
and managed institutions which operate 
under a Federal charter, according to a 
report from the Federal Home Loan 
Bank Board. 

Of this cumulative figure, some $400,- 
337,000 was extended to borrowers last 
year, 39.5 per cent more than in 1938. 

More than two-thirds—$841,622,18] 
—of the cumulative loans made in the 
past five and a half years went into 
the construction and purchase of homes. 
Approximately 68 per cent of the 1939 
total was used for these two purposes, 
as against 45 per cent in 1935. 

There were 1409 Federal associa- 
tions as of December 31, 1939, with 
assets of $1,577,981,000. Savers had 
1,414,900 accounts in the institutions, 
with savings totaling $1,110,749,000 at 
the end of the year. 


Profit From War 


Mr. Average American Citizen is 
profiting from war and preparations for 
war, whether he likes to admit it or not; 
in the final quarter of 1939 his pay 
check climbed to the farthest point 
above living costs since pre-depression 
days, according to a seven-year study 
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of family buying power by Northwest- 
ern National Life Insurance Company. 
Expansion of U. S. industries which 
supply war materials is so much greater 
than that of practically all the strictly 
“peacetime” businesses that it sticks up 
like a peak, down whose slopes roll the 
effects of greatly expanded purchasing 
power to other industries and _ their 
workers, the report states. Not only the 
direct purchases of the war supply and 
armament industries, but also the enor- 
inous purchasing power of their ex- 
vanded payrolls are spreading through 
sroceries and department stores and 
:mera shops, and so through all levels 
of American income groups. 
The income of the average employed 
worker’s family jumped over $4.00 
om last September to October—the 
biggest jump in the seven-year history 
«f the buying power index maintained 
by the insurance company; income is 
uow $13 above the family’s living costs, 
the widest spread in the seven-year his- 
tory of the index, the report shows. 


Home Financing Trend 


Home financing in the United States 
shows every sign of continuing during 
1940 the trend of expansion noted in 
1939, unless the indirect effects of the 
war become more serious than at 
present, according to the Federal Home 
Loan Bank Review in its February an- 
nual survey of economic and business 
conditions issue. 

Any further diversion of industrial 
facilities and labor to meet war pro- 
duction demands will cause uncertainties 
in the construction field and any em- 
phatic upward trend of building costs 
might interfere with the substantial 
amount of home building expected, 
says the Review. It points out that the 
economists of the Federal Home Loan 
Bank Board believe the actual home 
building of 1940 will not vary greatly 
from 1939, when approximately 473,000 
non-farm dwelling units were con- 
structed. 

A check of the mortgage interest rates 
charged by all types of lenders showed, 
states the Review, that “a 5 per cent 
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rate was for the first time the com- 
monest nominal charge for first mort- 
gages on new, moderately priced homes. 
Such straws in the wind indicated stable 
or falling, rather than increasing, mort- 
gage interest rates in the immediate 
future.” 


Personnel in War Time 


An outstanding example of care of 
personnel is contained in the recent 
remarks of the Right Hon. R. McKenna, 
Chairman of the Midland Bank, Lon- 
don, at the annual meeting of the bank’s 
shareholders: 

“We are indeed proud of all our men 
in the fighting forces, soldiers and 
sailors as well as airmen, and we do 
not forget them. We have undertaken 
to make good to all members of the 
staff on active service any shortage be- 
tween their basic pay and the salaries 
they were earning at the time they 
joined up; we shall welcome them 
back into the bank when they are de- 
mobilized, and their salaries will then 
be so adjusted as to give them such 
amount as they would have been re- 
ceiving had they remained at their 
desks.” 


Mutual Savings Personal Loans 


Recently introduced in the New York 
state legislature was a bill designed to 
permit mutual savings banks to make 
personal loans up to $500 for periods 
not to exceed 15 months. The maxi- 
mum rate permitted by the legislation 
would be 12 per cent true interest, and 
no provision is made for the discount- 
ing of such notes. Any savings bank 
would be allowed to make such loans 
up to a total of 1 per cent of its deposit 
liability. 

The legislation, which is sponsored 
by the Savings Banks Association of 
the State of New York, does not differ 
fundamentally from legislation permit- 
ting commercial banks in New York to 
make personal loans. The proposed 
rate is the same for commercial banks 
with the exception that the latter are 
permitted to discount the notes. The 
term of 15 months is the same except 
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that commercial banks are allowed a 
three-months grace period. The limit 
of the amount to be loaned to a single 
individual is considerably lower than 
that of commercial banks, which per- 
mits a maximum of $2500. 


Librarians’ Meet 


The thirty-second annual convention 
of the Special Libraries Association is 
to be held in Indianapolis, Indiana, 
June 3 to 6, at the Claypool Hotel. 
Mrs. Irene M. Strieby, librarian of the 
Lilly Research Laboratories, Indian- 
apolis, is the national convention 
chairman. The Special Libraries As- 
sociation is a national organization 
whose membership is drawn from in- 
stitutions or firms maintaining special 
branches and specialized departments 
of public and _ university libraries, 
museums, hospitals, and from other 
fields of business, the arts, etc. 


Credit Life Insurance 


Indication of rapidly growing ap- 
preciation of the advantages of credit 
life insurance—insurance on the lives 
of borrowers—is found in recently re- 


leased figures of the Old Republic Credit 


Life Insurance Company, Chicago. In- 


surance in force by this company 
amounted to $7,757,000 in 1933; $16,- 
343,000 in 1936; and $37,857,000 in 
1939, 


Savings Life Insurance 

Citing the advantages of sav- 
ings bank life insurance, the re- 
cent National Interstate Confer- 
ence on Labor Legislation, called 
by the Secretary of Labor at 
Washington, D. C., passed a reso- 
lution urging “labor officials, civic 
groups, employers, and labor or- 
ganizations actively to consider 
the possibilities of legislation 
which would make savings bank 
life insurance available in the 46 
states whose citizens cannot as yet 
purchase this type of insurance 
protection.” 


Home Mortgages Recorded 


Home mortgages numbering 1,362,- 
794, and amounting to $3,765,595,000, 
were recorded by all types of lenders 
on non-farm property in the U. S. in 
1939, it is estimated by officials of the 
Federal Home Loan Bank Board. Sav- 
ings and loan associations were re- 
sponsible for 34 per cent of the number 
and 31 per cent of the amount for the 
year, according to the board’s division 
of research and statistics, which con- 
fines its monthly national survey to 
mortgages of $20,000 or less. Individ- 
uals accounted for 25 per cent of the 
number and 17 per cent of the amount, 
banks and trust companies for 21 per 
cent of number and 24 per cent of 
amount. 


Graduate School of Banking 


According to the 1940 catalogue cf 
The Graduate School of Banking, now 
available at the headquarters of the 
American Bankers Association, this 
year’s session of the school will be con- 
ducted as in the past at Rutgers Uni- 
versity, New Brunswick, New Jersey, 
from June 17 to 29. Admissions to the 
class of 1942, which begins its school 
work this year, will be limited to the 
first two hundred applicants who mect 
the entrance requirements. The work 
of this advanced school for bank officers 
covers a broad range of practical sub- 
jects in commercial banking, invest- 
ments, trusts, savings banking, eco- — 
nomics, business law, and related fields. 
Three years of attendance at the resi- 
dent sessions and two years of extension 
work are required for graduation. 


Debt Limit Misconception 


In his Monthly Business Review, 
Henry H. Heimann, executive manager 
of the National Association of Credit 
Men, calls attention to a popular mis- 
conception regarding the debt limit of 
the U. S. He states: 

“T have noted on numerous occasions 
while traveling around the country, an 
impression that this 45 billion dollar 
debt limit has been set at that figure 
by specific Congressional action. This 
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js not exactly true. The limit arises, 
not from a specific act of Congress, but 
from the total of individual legislative 
enactments which authorize the issu- 
ance of bonds or securities for various 
purposes. That limit on the Treasury’s 
borrowing ability is subject to change 
whenever a new bond authorization is 
voted. 

“During the summer months of this 
year, at the present rate of expendi- 
tures and receipts, we will reach our 
debt limit. How will we resolve this 
-ituation? 

“There are four ways. First, we can 
« .oose further authorizations of Govern- 
nent bonds. Second, we can decide to 
curtail our spending program so that 

will be balanced by our total tax 
iicome which is now at record levels. 
‘hird, we can elect to levy higher taxes 
nd thereby balance our expenditures. 
| ‘ourth, we can inflate currency. 

“Whether our growing tax conscious- 
ness, our increasing demands for reduc- 
iion of Government expenditures are 
potent enough to bring a halt to our 
spending program remains to be seen.” 


Public Confident 


The American people share none of 
the spirit of defeat expressed by many 
of their leaders, and reject by more 
than five to one the idea that classes, 
either proletarian or plutocratic, exist 
in the United States. 

These opinions are revealed by the 
publication of the latest Fortune Survey 
in the tenth anniversary issue of Fortune 
magazine, which is devoted entirely to 
relating the country’s present problems 
to the achievements which have made 
the U. S. the most important nation in 
the world. 

The survey presents a portrait of the 
American people as they see them- 
selves in relation to these achievements, 
for this scientific sampling of public 
opinion discloses the continued exist- 
ence of such universal American traits 
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1. A strong individualism that makes 
them middle-class minded, regardless 
of their actual income status. 

2. An overwhelming desire to go into 
business for themselves. 

3. A decided preference for a job 
with a fifty-fifty chance of getting pro- 
moted or fired, rather than a job with 
security at a break-even wage. 

4. A firm convicion that the inter- 
ests of employers and employees are 
virtually the same. 

5. An unshaken belief that the pres- 
ent is better than the past and that the 
future will be better than the present. 


Trust Survey 

A survey of public opinion re- 
garding the trust business—estate 
management by trust companies 
and banks with trust departments— 
reveals that by far the majority of 
the people interviewed have high 

“regard for the investment manag- 
ing ability of trust officers, ac- 
cording to Elmo Roper, economic 
analyst who conducted the survey 
and reported on it before the re- 
cent ABA Mid-Winter Trust Con- 
ference in New York City. 

“Ninety-five per cent of the 
people interviewed said that the 
investment ability of trust institu- 
tion officers is better than that 
of the average wife and mother; 
76 per cent said it was better than 
that of the average lawyer, and 
67 per cent of the lawyers them- 
selves who were interviewed 
agreed with that statement,” Mr. 
Roper declared. “Seventy-one per 
cent regarded it as being better 
than that of the average business- 
man,” he added. 

“Only 25 per cent believed that 
the fee charged by the trustee was 
high, while 60 per cent called it 
either low or reasonable, with the 
balance expressing no opinion.” 
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Convention Dates 


NATIONAL 

April 21-24—American Bankers Associa- 
tion Executive Council Spring Meeting, 
The Homestead, Hot Springs, Va. 

May 8-10—National Association of Mutual 
Savings Banks, Hotel Statler, Boston, 
Mass. 

May 23-25-—-National Safe Deposit Advis- 
ory Council, Hotel Statler, Boston, Mass. 

May 27-29—American Industrial Bankers 
Association, 1940 Institute, Wardman 
Park Hotel, Washington, D. C. 

June 3-7—American Institute of Banking, 
Hotel Statler, Boston, Mass. 

September 18-20—National Association of 
Supervisors of State Banks, Richmond, 
Va. 

September 22-26—American Bankers Asso- 
ciation, Atlantic City, N. J. 

October 28-30—Financial Advertisers As- 
sociation, The Homestead, Hot Springs, 
Virginia. 

SraTe AND REGIONAL 

March 6-8 — ABA Regional Conference, 
New York City. 

March 20-21—Fifth Federal Reserve Dis- 
trict Bond Conference, Federal Reserve 
Bank of Richmond, Richmond, Va. 

March 21-22—ABA Regional Banking Con- 
ference, Denver, Colo. 

April 4-6—Florida Bankers Association, 
Palm Beach Biltmore Hotel, Palm Beach, 
Fla. 

April 18-19—Georgia Bankers Association, 
Forest Hills Hotel, Augusta, Ga. 

April 18-20—National Association of Bank 
Auditors and Comptrollers, Eastern Re- 
gional Conference, Emerson Hotel, Balti- 
more, Md. 

May 2-3—Oklahoma Bankers Association, 
Tulsa, Okla. 

May 4—Oklahoma American Institute of 
Banking, Tulsa, Okla. 

May 6-8—Missouri Bankers Association, 
Hotel Muehlebach, Kansas City, Mo. 

May 7-8—Tennessee Bankers 
Memphis, Tenn. 

May 8-10—Kansas 
Wichita, Kan. 

May 13-15—-Mississippi Bankers Association, 
Buena Vista Hotel, Biloxi, Miss. 

May 15-16—Indiana Bankers Association, 
Claypool Hotel, Indianapolis, Ind. 

May 15-16—South Dakota Bankers Asso- 
ciation, Watertown, S. D. 

May 16-17—Alabama Bankers Association, 
Hotel Tutwiler, Birmingham, Ala. 


Association, 


Bankers Association, 
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May 16-17—Arkansas Bankers Association, 
Arlington Hotel, Hot Springs, Arkansas. 

May 17-18—New Mexico Bankers Associa- 
tion, Hilton Hotel, Albuquerque, N. M. 

May 17-18—National Association of Bank 
Auditors and Comptrollers Regional Con- 
ference, Minneapolis, Minn. 

May 21-23—Texas Bankers Association, 
Buccaneer Hotel, Galveston, Tex. 

May 23-25—Massachusetts Bankers Asso- 
ciation, New Ocean House, Swampscott, 
Mass. 

May 23-25—New Jersey Bankers Associa- 
tion, The Ambassador Hotel, Atlantic 
City, N. J. 

May 23-25—Virginia Bankers Association, 
Hotel Roanoke, Roanoke, Va. 


May 28-29—Illinois Bankers Association, 
Palmer House, Chicago, Ill. 


June 3-5—Iowa Bankers Association. 


June 5-7—Minnesota Bankers Association, 
Minneapolis, Minn. 

June 5-9—District of Columbia Bankers 
Association, The Homestead, Hot Springs, 
Va. 

June 6-8—West Virginia Bankers Associa- 
tion, Greenbrier Hotel, White Sulphur 
Springs, W. Va. 

June 7-8—New Hampshire Bankers Con- 
ference, Dartmouth College, Hanover, 
N. H. 

June 7-8—Wyoming Bankers Association, 
Thermopolis, Wyoming. 

June 10-11—New York Bankers Associa- 
tion, Syracuse, N. Y. 

June 10-14—Virginia Bankers Conference, 
University of Virginia, Charlottesville, Va. 

June 11-12—Wisconsin Bankers Association. 

June 14-15—North Dakota Bankers Asso- 
ciation, Minot, N. D. 

June 17-18—Montana Bankers Association, 
Many Glaciers Hotel, Glacier National 
Park, Montana. 

June 17-18—Oregon Bankers Association, 
Gearhart Hotel, Gearhart, Oregon. -~ 

June 17-19—Michigan Bankers Association, 
Pantlind Hotel, Grand Rapids, Mich. 

June 21-22—Colorado Bankers Association, 
Stanley Hotel, Estes Park, Colo. 

June 21-22—Utah Bankers Association, 
Logan, Utah. 

June 21-23—Maine Bankers Association, 
Poland Spring House, Poland, Maine. 
July 8-12—North Carolina Bankers Con- 
ference, University of North Carolina, 

Chapel Hill, N. C. 

August 26—Nevada Bankers Association, 

Winnemucca, Nev. 
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